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A view of St. Paul, the lithograph reproduced on the front cover was painted and pre- 
pared by ]. Queen in 1852... . Although most of the land now occupied by St. Paul 
was purchased for the United States from the Sioux Indians by Lieutenant Zebulon M. 
Pike in 1805, there is no record of white men settling on the site until 1838, just one 
hundred years ago. In that year a whiskey trader and a Swiss watchmaker set up rude 
cabins on the bluff above the Mississippi and were followed soon by other settlers. The 
outpost received its name when in 1841 Father Lucien Galtier erected a log chapel 
dedicated to St. Paul. When the town was incorporated in 1849 as the capital of the 
newly organized territory of Minnesota this name was retained. In a few years the 
Capital had become a major trading post, and although its river traffic temporarily de- 
clined with the coming of the railroads in the 60's, it replaced the loss by itself develop- 
ing into one of the leading railway junctions in the Northwest. ... This print from the 
Phelps Stokes collection appears through the courtesy of the New York Public Library 
....In the aerial photograph above is St. Paul as it appears today, a city of 270,000. Meat 
packing center of the Northwest and a trading point for the region’s grain crops, tt 
is also an industrial city, manufacturing machinery, shoes, fur goods, and refrigerators. 
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GALLOWAY 


THE CONSUMER REVOLT 


S a dutiful consumer 

I should be appre- 
ciative of the great mir- 
acles of modern business. 
In enthusiastic moments, 
Iam appreciative. I have 
my car which runs. I 
have my oil heater. I even 


AGAINST BUSINESS 


COLSTON E. WARNE 


Associate Professor of Economics, Amherst College 
Director, Co-operative Distributors 


As a spokesman for the consumer, Dr. Warne under- 
scores the dissatisfactions set in motion by a civil- 
ization which he appraises as having learned better 
how to produce its goods than to provide for their 
consumption. This is one of a series of articles 
on questions of significance to business presenting 
the opinions of men whose diverse backgrounds 
have created decided, often conflicting, convictions. 


bidding us to be tranquil. 
“The American standard 
of living is the highest in 
the world.” 

American business is 
responsible for our revolt. 
It has given to us as con- 
sumers a sight and even 


appreciate cellophane. I 

have, in fact, never been able to become enraptured 
over oriental markets, squatty cold continental houses, 
the magic of antiques, or of handicraft work. I like 
machine civilization, and am inclined to feel that our 
adoration of the obsolete is but a passing gesture toward 
tradition. I enjoy my new toys, cling to those I have, 
and clamor for more. 

Yet, as a consumer, I am in revolt and join with 
others in the present swelling chorus of condemnation 
and criticism. As consumers, we organize. We ques- 
tion many sacred business institutions and scoff at the 
lullabies and bedtime stories of advertising agencies, 


a taste of a comfort living 
standard. It has tempted us with real or imagined 
values, but it has denied most of us the means of sus- 
tained attainment. Ready-built houses for a limited 
few appear in Southern mill towns alongside of the 
many weatherbeaten clapboard cottages built for $50 
a month incomes. Vast stretches of concrete lane bring 
streams of cars to excite the dreams of those who can- 
not possess. Business has created the modern drug 
store and has tempted us to make it a new focal point 
of existence. There, we are told, we can lessen our 
physical ills by mysterious concoctions of modern 
medicine men. Artists in persuasion assure us that on 
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its shelves rests the secret of 
restoring our beauty, of ex- 
tending our personality, of 
equipping our home, of 
quenching our thirst or sup- 
plying sunshine vitamins. By 
credit or easy payments we 
may enter a carefree world, 
may acquire the verve of the 
Hollywood testimonial artist 
who bids us sit in her favor- 
ite chair, ride in her favorite 
car, use her favorite soap, or 
share her favorite bathtub. 
Little wonder we are in revolt. 
With incomes so low that at 
best the mass of us can sample 
but a segment of the fairyland 
even by over-extensive income 
mortgaging, we feel thwarted. 

Even more important is our 
frequent discovery that our 
segment of the fairyland turns 
out to be a tinseled palace, a 
Potemkin village dressed up by 
advertising to represent reality. 
We make the disillusioning 
discovery that the quest for 
profit has led to the existence 
on the market of an indiscriminate admixture of high 
and low quality goods, with the specious, like bad coin, 
often circulating with greatest velocity. In the chorus 
of superlatives, we are easily misled. Our increasing 
lack of knowledge of the true quality content of goods 
is capitalized upon by the sellers. We buy but are later 
resentful. Even when new wonders appear in the field 
of mechanics we find them soon adorned with gadgets 
designed to render obsolete the articles we already 
possess. We become baffled by streamlined vacuum 
cleaners and selective touch typewriters. 

The basis for our revolt rests, however, not alone in 
the doubtful quality of much of our merchandise. It 
rests in our belief that business has failed to price goods 
of dependable quality at levels commensurate with the 
essential costs of production. Retail outlets have so 
multiplied and salesmen have become such a house- 
hold pest that we as consumers have grave suspicions 
that as much is spent in the competitive art of per- 
suading us, as has initially gone into the article itself. 
We wonder whether milk, bread, furniture, life in- 
surance, drugs, or motor cars need to carry such a 
measure of overhead and profit. 

So we, as consumers, are organizing. The “mythical 
consumer” is no more. He, or probably she, is up in 


at Amherst College. 





ProFessor, CoNSUMER LEADER 


As active in the academic world as in the consumer 
movement, Colston Estey Warne has had an extensive 
teaching career. After undergraduate work at Cornell 
and further study at Chicago he taught at both of those 
institutions and later at the Universities of Denver and 
Pittsburgh. He ts now associate professor of economics 


Responsibilities which testify to his position of lead- 
ership among consumers include an active part in 
Co-operative Distributors, consumer-operated mail-order 
enterprise, and membership on the Consumer Interests 
Committee of the New York World’s Fair. 





arms in a dozen sections of the 
country over the price of milk 
or of meat. The movement is 
being given unity by the 
newly-formed Consumers’ Na- 
tional Federation. Tenants’ 
organizations are emerging. 
Local consumers’ councils are 
being formed, and utility users 
are beginning to give compa- 
nies uncomfortable moments. 
Testing laboratories, con- 
trolled democratically by con- 
sumers, are beginning to ex- 
pose the worst of the quackery 
and to allow discriminating 
purchasers to improve their 
living standards by substitut- 
ing factual analyses for the din 
of advertising and salesman- 
ship. Such groups are pressing 
for Government action, look- 
ing toward higher technical 
standards for consumer goods, 
for grade labelling; also for a 
really adequate foods, drugs, 
and cosmetics act, that will for 
the first time insure truthful 
advertising into this field and 
prevent the peddling of profitable poisons. This effort 
for genuine consumer testing has been fostered rather 
than hindered by the advertisers. They have failed in 
their campaigns to place “truth in advertising.” The 
more frank members of the fraternity are prompt to 
admit this. Their so-called consumer agencies with 
their pseudo-scientific claims have too obviously shown 
their captive character to gain widespread confidence. 
Even children snicker at the reputed scientific virtues 
of food or proprietary products, which are so delicately 
presented over the radio as discoveries of first impor- 
tance. 

University technicians are fast assisting our cam- 
paign for consumer education as they observe the in- 
sistent need for specifications and testing techniques for 
consumer goods. They are paying heartening atten- 
tion to the adaptability of specific products to the needs 
of the purchaser.. Business itself has somewhat un- 
wittingly led the way by insisting that technical stand- 
ards rather than advertising claims govern the adoption 
of steam pumps, lathes, or leather belting. Ultimate 
consumers, through their growing testing organiza- 
tions, as well as university technicians, are quick to 
take the hint. 

We also insist that the Government boards charged 
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with the formation of price policies give our consumer 
groups the recognition they deserve. We consider that 
the consumer has an interest in the question of the 
tariffs, the price of coal, the charges of utilities, the 
price of milk—an interest not hitherto adequately 
recognized. We realize, as few business men do, that 
government will henceforth have an important role in 
the fixing of the qualities and the prices of essential 
services. And knowing the importance of group pres- 
sure we appreciate that if the consumer is to be heard, 
he must have substantial well-informed organizations 
to state his case. 


The sharp advance of the consumers’ co-operative 
movement is another evidence of our existing dissatis- 
faction. From extensive European experience and 
substantial American beginnings consumers have rea- 
son to believe that there exists, through co-operative 
ownership and control on a Rochdale basis, a means 
by which they can cut through our chaotic distribution 
system to secure tested goods at lower cost. We sup- 
port the co-operative movement for we feel that once 
it is on its feet, it will have a vast economic and political 
influence for consumer betterment. 

Finally, consumers today realize that no economic 
system, having conjured up the potentiality of a satis- 
factory life for the nation, can justify its continued 
existence if it fails to furnish its productive workers 
with incomes which allow them to possess the goods 
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they are able collectively to produce. It is anomalous 
that sharecroppers should be ill-clad, that miners 
should be cold, that an economic system should fail 
to diffuse its goods satisfactorily among its basic par- 
ticipants. And the situation is made even worse by 
the precariousness of any grants of comfort. Any 
child would protest loudly, vigorously, and with cause 
if the candy stick, once sampled, were perpetually 
being snatched away. Any system that can blame 
on “the business cycle” the halving of its national in- 
come for a period of years, and can lay off a third of 
its steelworkers in three months is setting the stage for 
trouble. Superficially this trouble will be diagnosed 
as “industrial unrest.” Actually it is intense and em- 
bittered consumer protest. Twentieth Century Ameri- 
can workers are fortunately unwilling to take their 
modicum of prosperity in small, intermittent doses. 


So as a consumer I realize that I am unappreciative. 
For my own part, I ought perhaps to take my comforts 
and enjoy them as a member of a favored and sheltered 
minority. Possibly I should remain silent and glory 
in the warmth created by my oil heater on a January 
day. Yet, I am not content. No consumer, aware of 
the situation, can remain in peace in the face of the 
downright fraud, the bungling marketing ineffective- 
ness which have caused our machine civilization to 
deny to all consumers the adequate living standards 
which they have a right to expect. 








QOrrn the in- 


creased industrialism that fol- 
lowed the Civil War, there 
came a growth of bigness, in 
business with resulting politi- 


cal, economic, and social 
Agreements among 


effects. 


such enterprises focussed 
attention on a new type of 
problem for both business 
and Government—a problem 
still unsolved today—and a 
popular theme for cartoon- 
ists whose work has reflected 
shifting attitudes of adminis- 


trations, 


courts, 
and the people. Nearly a half 
century ago, shortly after the 
passage of the first specific 
Federal anti-trust legislation, 
The Sherman Act, this car- 
toon by Tom Nast was pub- 


business, 


lished in “Once a Week.” 


OF CURRENT PROSECUTIONS 
UNDER THE ANTI-TRUST LAWS 
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HE anti-trust laws are again in 

the limelight. They have been 
thrust there by a sudden fanfare and 
tooting of trumpets in various quarters 
of the Government over the curse of 
monopoly and the need of new weap- 
ons with which to bear it to earth. 
Curiosity instinctively arises as to what 
the trumpeters mean by monopoly. 
So far, under the varying interest and 
emphasis of successive administrations, 
and under the patting and molding of 
court decisions, the anti-trust laws 
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HARPER AND BROTHERS 


“1 guess this new breed of cattle has to go next,” said the Farmer Jonathan of W. A. Rogers’ 
cartoon in Harpers Weekly, December 3, 1887, three years before the Sherman Act. 


themselves are still more clay than 
sculpture. 

The most recent actions of the De- 
partment of Justice and the Federal 
Trade Commission under the anti- 
trust laws and the Federal Trade 
Commission Act cannot be regarded 
as demonstrating the kind of expres- 
sion which these agencies basically de- 
sire, for they have complained vigor- 
ously about various limitations in the 
present legal situation. Nevertheless, 
an examination of the record may pro- 
vide some clues as to their interpre- 
tation of the current state of the 
concepts of conspiracy and restraint of 
trade. 

That these agencies have not been 
idle, is apparent in the record. In this 
article, an analysis has been made of 
significant actions by these two monop- 
oly policing agencies over the recent 
past which would add up approxi- 
mately to the following totals: 

Prosecution by the Department of Jus- 

tice (of which 3 were labor cases) 9 


Special communications on the anti- 
trust law problem from the At- 


torney-General :......... acre 3 
Complaints issued by the Federal 

Trade Commission... .. dee Nae 
1 | | ee eee es Syne eer Rarer art Roy 56 


This list does not comprise a formal 
statistical summary but shows the num- 
ber of cases and documents which, in 
the course of this study, have been 
searched for indications as to the mat- 
ters about which the Government 
seems to be mostly concerned. Of 
course, all the basic material is a matter 
of public record. 

It is scarcely enough to look at the 
cases in isolation. The mental attitudes 
of the Department of Justice and the 
Federal Trade Commission toward the 
task entrusted to them are as important 
as their actions. No gross inconsis- 
tency between what they said and what 
they did is implied. The importance 


Trusts were not daily headline news when this appeared on 
June 16, 1900; it was a period of little action against them. 
BY LEIP, DETROIT NEWS 








of their attitudes lies in the uninsinu- 
ating fact that attitudes are freer than 
law, and that the responsible officials 
might be very strongly inclined to de- 
fine and to prosecute monopolies and 
restraints of trade in ways that the law, 
either as written or as construed, will 
not permit. Such an internal conflict 
looks both forward to policy and back- 
ward to the record, and both are needed 
to consummate the present. 

In his last annual report, Attorney- 
General Cummings echoed the fre- 
quently expressed sentiment of business 
and the legal profession in recognizing 
that during the 47 years of the Sherman 
Anti-Trust Law, vast modifications 
have occurred in our economic and 
social structure to which Nineteenth 
Century legal conceptions are illy adap- 
ted. He specifically recommends “an 
inquiry with a view to analyzing the 
various phases of the subject and sug- 
gesting legislation needed to bring the 
anti-trust laws into harmony with 
present needs.” This view has since 
been reiterated. 

Assistant Attorney-General Jackson’s 
anguish is obviously deeper. As the 
official in charge of the Anti-Trust Di- 
vision, he decries the tendency of the 
courts to emphasize moral culpability 
rather than the practical results of 
Twentieth Century corporate and co- 
operative trends. He is depressed by 
the impossible burden of proof imposed 
upon the Government to prove “intent” 
even though “the existence of monop- 
oly control is recognized by all the 
economists and even the man on the 
street.” 

That part of Mr. 
Jackson’s report, how- 
ever, which has the 
greatest immediate 
meaning for business 
is his announcement of 
the Anti-Trust Divi- 
sion’s plan of campaign 
for the forthcoming 
year. His words are as 
follows: “The policy 
of the Department 
therefore is to select for 
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intensive investigation those com- 
plaints which show the most flagrant 
cases of anti-trust violation and in 
which the greatest public interest is in- 
volved. . . . It is impossible with the 
present personnel to investigate suc- 
cessfully all the potential anti-trust 
cates... « The cases 
which may or ought to 
be brought to trial 
should be the best of this 
selected group. 

Instantaneously the 
query arises, “What are 
the most flagrant cases 
of anti-trust violation, 
and what kind of busi- 
ness actions do they com- 
prehend?” The Assis- 
tant Attorney-General 
has written his answer 
to that question both in 
his official report and in 
the proceedings brought 
during the past few 
months. Action has 
been taken against the 
major oil companies, the 
Aluminum Company of 
America, and automo- 
bile financing com- 
panies. Due to certain 
technical cross-plays be- 
tween the Department 
of Justice and the Court 
having immediate juris- 
diction, the drive against 
the automobile financ- 
ing companies was stall- 
ed. The entire country, 
however, is familiar with the major 
engagements which are currently be- 
ing fought with the other two well- 
known industries. 

There have been still other actions. 
The Ethyl Gasoline Corporation is 
being prosecuted on the charge of 
adopting a system of licensing jobbers 
under the restriction that they main- 
tain major oil company prices in the 
re-sale of their gasoline. A group of 
motion picture distributors and theater 
chains is accused before the courts of 


restricting the freedom of second-run 





theaters with respect to minimum ad- 
mission prices and the use of double 
features. A petition was filed to have 
declared void certain contracts of the 
Western Union and Postal Telegraph 
Companies for exclusive use of stra- 
tegic locations in railroad stations, 


THE NEW ROBINSON CRUSOE. 


ME LIKEE YOU 
ME BE YOUR 
MAN FRIDAY 






He Meets His Man Friday. 


BY FREDERICK OPPER, NEW YORK AMERICAN, IQO4 


While Theodore Roosevelt was President, production of trust cartoons 
reached a new high; “the common people” became well known. 


hotels, and other centers of travel and 
congregation. 

Two labor cases involving an alleged 
violation of the anti-trust laws were 
instituted. Furthermore, various 
threats of monopoly and restraint of 
trade are more or less involved in the 
volume of litigation arising under 
numerous collateral laws administered 
by other officials or agencies, as in the 
case of the Packing and Stockyards Act, 
the Commodity Exchange Act, the 
Connally Act, the National Labor Re- 
lations Act, etc. 
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The Attorney-General has also inter- 
vened during the past year with a series 
of special communications on what he 
felt to be dramatic manifestations of 
the monopoly peril. On June 30, 1937, 
he addressed to the Secretary of the 
Treasury an opinion that “when the 

Director of Procure- 
. is convinced 
that all Government 
bids ... are the result of 
collusion, it is held to be 
his duty to reject all of 
the bids.” In more spe- 
cific terms on August 10, 
he expressed to the same 
official the belief that 
“when identical bids... 
are received from four- 


ment 


teen companies, all of 
whom are members of 
an association with a 
secretary, with which 
prices are filed, the Di- 
rector of Procurement is 
held to be justified in 
concluding that the bids 
are the result of collusive 
action and in rejecting 
them.” 

Prior to this incident, 
on April 26, the Attor- 
ney-General had been 
moved by the receipt of 
another group of iden- 
tical bids to sound a 
somewhat deeper note 
on the problem of re- 
dressing current injuries 
to the public interest. 
He commented on the fact that an 
investigation by the Department of 
Justice of the industry records had 
failed to produce sufficient evidence to 
make proceedings advisable. The case 
was therefore referred by the Depart- 
ment of Justice to the Federal Trade 
Commission, because of the latter’s 
more flexible administrative and quasi- 
judicial remedies. 

The more fundamental question 
raised by this incident, however, was 
its use as an argument for re-stating 


the anti-trust laws. Difficulties of defi 
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nition and of enforcement were again 
cited. A particular appeal was made 
that “the devitalizing effect of some of 
the Court interpretations upon the 
powers of the Federal Trade Com- 
mission should be overcome by legis- 
lation.” A committee of inquiry was 
again recommended, with the sugges- 
tion that its study should be extended 
to patents, taxation, commerce, manu- 
facturing, farming, and labor. 

The Federal Trade Commission, the 
junior partner in the enforcing busi- 
ness, has not expressed itself so strongly 
on the general revision of the anti-trust 
law policy as such, usually dealing with 
more specific problems. For example, 
during Congressional consideration of 
the Miller-Tydings Act it advised the 
President against any such sanctioning 
of re-sale price maintenance contracts. 
It has gone on record in behalf of anti- 
basing-point legislation. 


FTC Complaints 


Of necessity the Commission’s physi- 
cal output of “complaints” has been 
addressed more generally to the pres- 
ervation of morals in individual trans- 
actions than to basic competitive 
relationships, although the work that 
it does perform in the latter field is of 
great importance and_ responsibility. 
The “morality” cases claiming the 
major part of its time may be said to 
have the aim of checking reckless or 
unscrupulous promotion of trade, in 
contrast with the anti-trust function 
of foiling its restraint. The “honesty” 
cases do not involve the systemic, or- 
ganic matters imbedded in  specu- 
lations on the nature of the monopoly. 
Consideration of the latter cannot avoid 
being more speculative because they 
deal with standards less settled both 
at law and in the public conscience. 
It is the difference between tinkering 
with a boil on the neck and dealing 
with one’s entire dietary program. 

Each year the Commission accumu- 
lates a vast mass of complaints against 
false and misleading advertising, mis- 
representation of products and respon- 
sibility, lotteries, disparagement of 


competitors, and similar deceptions at 
the level of personal dishonesty which 
virtually all can understand to be un- 
lawful and indignantly disapprove. Of 
624 stipulations to cease and desist exe- 
cuted during the past fiscal year by 
parties against whom proceedings had 
been instituted, 364, or more than half, 
involved false and misleading adver- 
tising. 

The only specific recommendation 
made by the Commission in the field 
covered by this study had to do with 
strengthening of Section 7 of the Clay- 
ton Act, governing the acquisition of 
competing corporations. For the pres- 
ent purpose at any rate, the Commis- 


cases originating with both the Depart- 
ment of Justice and the Federal Trade 
Commission are broken down into the 
particulars which the Government 
seemed to find most disagreeable, and 
reassembled into various suggestive 
categories. This is not a lawyer's analy- 
sis, but rather from the point of view 
of the inquiring business man. The 
main purpose is to show what kind of 
individual activities were attacked, and 
in rough proportion at least, how often. 

While probably most of the recent 
cases of this type brought by either the 
senior or junior policeman are actually 
included, perfection has not been neces- 
sary to the purpose and was not 





sion will be considered to have 
expressed its feelings through its ad- 
ministrative functioning, rather than 
oficial opinions on what the anti-trust 
laws should be. 


In the analysis to follow, the selected 
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time; Roosevelt regarded 
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Aievements of my administration. 


strained after. The cases do not cover 
any defined period, but are drawn 
largely from the records of the last two 
vears. The information is not new. 
Its principal importance is given it by 
its continuity with new events. It is 
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neither conclusive historically nor a 
guaranteed forecast of future enforce- 
ment policy, but rather a bird’s-eye 
view of the battleground in which the 
Government has disposed its legal, if 
not its oratorical, forces. 

A half dozen points about this list 
of cases require brief explanation. 

1, Some of the most familiar 
charges in Department of Justice suits 
and Federal Trade Commission com- 
plaints are seldom noted in the tabu- 
lation. Prominent in this group are 
such words and phrases as “tending to- 
ward a monopoly,” “restraint of trade,” 
and “conspiracy.” They happen to be 
the evils against which the law most 
specifically inveighs. If they were not 
present in the complaints, there might 
not be any case. Therefore, they are 
usually to be found, presently sup- 
ported by those more precise particu- 
lars which really are the case. It is with 
the more precise particulars that this 
analysis is primarily concerned. 

2. This analysis is one of charges 
rather than convictions. One cannot 
expect lawyers to bring cases unless 


they have at least some slight hape of 


victory, but the Government does not 
win every anti-trust suit which it starts. 
These records do show the type of 
situation where prosecution currently 
threatens, and only that. 

3. There must be an apology for the 
apparent use of hard names in present- 
ing the findings. Fortunately there is 
a blanket defense. Whenever a charge 
is made or a name called in this report 
that in private life would have to be 
mentioned with a smile, the words 
“alleged” or “allegedly” or “the com- 
plaint charges” are supposed to be read 
into them. And even the layman now 
understands that ferocity in legal lan- 
guage is for the purpose of listing 
enough outrages so that whatever can 
be proved will be found somewhere 
within the charge. 

4. In listing charges in the sum- 
mary, the selection has been by empha- 
sis rather than mere occurrence. The 
apparent disclosure that twelve groups 
of manufacturers exchanged price in- 
formation in some fashion or other 
with allegedly damaging results to 
competition does not mean that that 
particular kind of co-operation has not 


During Wilson's administration, Congress created the Federal Trade Com- 
mission and by passing the Clayton Act amended the Sherman Act of 1890. 
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been practised in milder ways by other 
industries under examination. It 
means simply, to judge from the lan- 
guage of the complaint, that the means 
used in the instances cited were so vig- 
orous and complete as to earn extraor- 
dinary citations from the Government. 
By the same token, no attempt has 
been made to include in the tabulation 
every particular that happened to be 
mentioned in a complaint. Again, the 
selection is determined by emphasis, 
resulting in a sort of seismograph of 
administrative choler. It shows pro- 
portions rather than being a precise in- 
ventory. 

The aggregate number of times that 
charges are recorded will add up to a 
much larger total than the number of 
complaints in which they are con- 
tained. The obvious reason for this 
discrepancy is that many of the accused 
industries were charged with several 
improprieties, so that even after all 
relative trivialities are eliminated, the 
parts seem to be greater than the whole. 
As a matter of fact, the short form of 
this report would be: if the question 
were asked of all those on the roster, 
“How many of you have been accused 
of trying to influence prices, or of con- 
fining outlets to your own lines, or of 
confining lines to your own outlets?” 
most of the class would be on their 
feet. 

5: This matter of duplications, how- 
ever, is much more important than a 
mere reference to statistical conclusions 
could convey. It has something on the 
order of a cosmic significance, contin- 
ually being seen and forgotten and 
seen again. To a large extent, these 
cases are matters not of failure to con- 
form in some one particular, but of a 
pattern of behavior in which any small 
section might be disregarded, and 
where the sum-total adds up to make 
a case arousing Government action. 
This state of affairs was clearly recog- 
nized in the Sugar Institute Case, in 
which the Court was impressed by the 
totality of the program, while indicat- 
ing its lack of interest in many of its 
parts on their own account. 
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This grouping of the 
charges is particularly im- 
portant in demonstrating 
intent. For it usually is 
necessary, if an industry 
should plan to deal with 
its problems in a co-oper- 
ative way, for it to apply 
controls at a number of 
spots. The history of 
NRA codes was one of 
the discovery that particu- 
lar provisions had to be 
bolstered up by additional 3: 
provisions which in turn 
needed further support. 
It must be recognized, of 
course, that sometimes the 
sponsors, then and now, 
can be so concerned over 
competitive difficulties at 
their most apparent point 
as not to mind awkward 
breaks at the edges of con- 











SUITS AND COMPLAINTS CLASSIFIED BY GENERAL 


CHARACTER OF Activity INVOLVED 
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Distributors . . 


ee ee a er ay 


Manufacturers and distributors 


Control of Distribution Channels....... 


Manufacturers in concert.........eeeeeeeee 
Manufacturers individually 


Manufacturers through pressure on other manu- 
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Manufacturers and distributors co-operatively. 
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Commission cases, which 
after all comprise the bulk 
of the list, the charges 
are still at the level of 
official suspicion and of- 
ficial willingness to see 


them through. 

Perhaps the best place 
33 to start is to look at the 
cases by broad type and 
5 general character of eco- 
2 nomic activity involved. 
They may be sorted un- 

27 der four headings with 
6 most of the cases under 


“Price Control” and 


26 


5 hale: ee 
“Control of Distribution 
as shown in the accom- 

2 . 
panying table 1. 

™ An interesting though 

4 not surprising disclosure 
in this tabulation is the 

3 relative concentration of 





manufacturers’ efforts on 





trolled and uncontrolled 
parts of the market. 

It should also be noted that many of 
these items are merely alternative ex- 
pressions for what is essentially the 
same check on price mobility. Basing 
points, for example, will always come 
out as delivered prices sooner or later, 
so that it is merely repetitive to list both 
in the same case. However, they can 
occur by themselves, z.e., you can have 
delivered prices without basing points. 
So the emphasized points are noticed 
as they appear by way of indicating 
what the Government objects to, no 
matter how it came about. 

6. Price discrimination and resale 
q price maintenance are matters lying 
within the domain of the anti-trust 
laws, but are not given any indepen- 
dent place in the tabulation. Price dis- 
crimination is not treated because its 
governing law, the Robinson-Patman 
3 Act, is scarcely even launched on the 
career of definition and judicial dis- 
tinction by which alone such abstract 
3 laws can acquire settled meaning. Nor 
is resale price maintenance included, 


EAN Poe 





because its legal setting has likewise 
been recently made over, and it is now 
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an area deducted in some uncertain de- 
gree from the anti-trust field, rather 
than a freshly clarified portion of it. 
Both practices are occasionally listed 
but only because they are supplemen- 
tary to practices dominating the imme- 
diate case. 

The analysis immediately following, 
therefore, is merely an arbitrary list of 
major accusations of business mal- 
practice, usually supplemented by a 
queue of minor offenses necessary to 
make the major ones effective. In no 
way can it be taken as a measure of 
the extent of actual violation of exist- 
ing law, nor as a judgment on the state 
of the law at present. These are im- 
portant matters which must rest on a 
quite different body of evidence. 
Rather, the analysis offers a candid 
flash of “men at work” on the job of 
making competition more bearable. 
That is, of course, if the charges hap- 
pen to be correct. In a few of the 
Federal Trade Commission cases the 
Commission has already passed judg- 
ment in the affirmative. Judicial pro- 
nouncements do not belong to this 
particular inquiry, but in most of the 
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price and that of dis- 
tributors on confining business to their 
own class. There are a number of 
obvious explanations. Price begins 
with the manufacturers who often are 
few, and the machinery for organ- 
izing controls over it does not have to 
be so elaborate. Distributors often 
must be so well organized as to be 
able to discipline not only themselves, 
but the manufacturers above them. 
The persistence of this contrast will 
appear again in the later data on use 
of coercive methods. Despite the dis- 
tributors’ numerical disadvantage in 
the total list of cases, they draw almost 
even with manufacturers in the em- 
ployment of this particular device. 

Of course, distributors are also vitally 
interested in price. It appears less of 
a consideration than control of chan- 
nels merely because interest in chan- 
nels happens to have to come first. 
Price can be taken care of at greater 
leisure if the principals at interest are 
first assured of the business. Further- 
more, distributors have found ways of 
expressing themselves politically on 
matters of price, as both the Robinson- 
Patman Act and the Fair Trade and 
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1. Manufacturers 


Mectings 


Adherence to filed prices 


Control over discounts and terms 


Sale conditions . 


Arbitrary transportation charges 


Resale price maintenance 
Uniform government bids 
Basing points. . 
Price zones 


Delivered prices 


Price filing, exchange of information, waiting 
period (1), telegraph instructions (1)...... 12 


Time for delivery and construction 
Brokerage fees, freight, and allowances 
Price discrimination. ............ 


Under-cutting to injure competitors 


SPECIFIC CHARGES APPEARING IN CONNECTION WITH SUITS AND CoMPLAINTS INVOLVING PRICE 


ConTROL OR MAINTENANCE 


sch bocnsicard 26 


8 Appearing at least once: Price leadership (alter- 
native to price agreements); Identical prices 
by localities (derived through clearing bu- 
reaus for bids); Administrative and enforcing 
board; Performance guarantees (one of the 
main gears in the price-fixing machinery for 
3 this industry). 

Control over other price elements, as: 


Rctacestes 5 2. Distributors 


ee en operation 
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1. Manufacturers (continued ) 


Resale price maintenance 

Meetings .....:.. 

Terms and conditions 

Appearing at least once: Discriminatory buy- 
ing; Price lists. 


3. Manufacturers and Distributors in Co- 


Appearing at least once: Circulation of price 
lists, etc.; Control of discounts and terms; 
Control of sales conditions; Price discrimi- 
nation; Meetings; Resale price maintenance. 
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Unfair Practice Laws must be credited 
principally to the heroics of wholesalers 
and retailers. 

Two of the labor cases mentioned 
above were described in the Annual 
Report of the Attorney-General as 
criminal cases instituted under the 
Anti-Racketeering Act. The third was 
instituted against a labor union con- 
spiring to restrain trade by violent 
methods. They are recognized in this 
list merely because they were prose- 
cuted under the anti-trust laws. In 
their major aspects they are not perti- 
nent to the consideration of business 
practices alleged to fall under the ban 
of the anti-trust laws with which this 
study is concerned. 

Now let us look in more detail at 
the 33 cases which seem to center 
around price control. The listing of 
more detailed activities, (table II, 
above) shows that in number of 
“mentions” price filing, adherence to 
filed prices, and control over discounts 
and terms make up a large part of the 
total. 

Perhaps it should be emphasized 
again that many of these particulars 









appear in concert. Had they appeared 
alone, they might never have led to a 
formal complaint. Certainly, meetings 
as such are not unlawful. But they are 
included as part of the charges as 
helpful circumstantial evidence when 
there are other more questionable 
practices which can be alleged. 

Turning to the control over distribu- 
tion channels (see table III, opposite), 
it should be noted that the matters 
dealt with under this heading make 
no mention of price. It is to be taken 
for granted that price is frequently 
their background in the form of an 
ultimate objective. It is merely for the 
sake of simplicity that this central as- 
pect is not re-emphasized under subse- 
quent headings. 

There remain three cases which re- 
quire a special table. 


MIscELLANEOUS COMPLAINTS 

1. Creation and promotion of special 
brand names for control of both manufac- 
turers and distributors, including exclusive 
dealing and price control. 

2. Service industry control of strategic 
locations. 

3. Wholesalers in combination to mis- 
represent themselves as manufacturers. 
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There now follows a list of charges 
not falling under the heads thus far 
discussed. Again it may be perfunc- 
torily said that major offenses are not 
apt to occur without leaving lesser of- 
fenses in their wake. The following 
list therefore is merely of those matters 
which the Department of Justice and 
the Federal Trade Commission seemed 
to single out for special malediction: 


1. Curtailment of production 

2. Continuance of NRA restrictions. 3 

3. Acquisition of capital stock of 
competing corporations (in vio- 
lation of Section 7 of Clayton 
Act) ee 

4. Disparagement of competitors.... 2 


Appearing at least once: Suppression of 


sample giving; suppression of style 
piracy. 

These practices were never found 
alone, but appeared along with charges 
of the type discussed in detail above. 

The anti-trust laws not only con- 
demn conspiracies and combinations 
but also forbid monopolies. Here is 
a word which seems to have many 
meanings, according to who is using 
it. Where restraint of trade enters in, 
it is true that monopoly in the eco- 


























nomic sense cannot be far behind. 
This is also the theory of the law, with 
an eye to which all charges are filed. 
Since the law makes very specific use 
of “restraint of trade” and “monopoly,” 
any legal action that is to be successful 
will do well also to use those words. 
They therefore make a mechanical ap- 
pearance in the majority of complaints, 
even while more specific grievances are 
being quickly brought forward. But 
sometimes the enforcing agencies ap- 
parently feel that the ultimate has hap- 
pened, and are prepared to prove it 
without bothering with mere appre- 
hensions. In seven cases, the charge 
of monopoly seems to have been made 
with more than formal phraseology 





nopoly,” of course, shade into each 
other and it requires the wisdom of 
judicial, rather than lay, guess work to 
distinguish them. Even in the official 
complaints, however, there is a func- 
tional distinction. The respondents are 
claimed to dominate their trade or in- 
dustry not so much as an offense in 
itself, as by way of establishing that 
their use of practices subsequently 
enumerated would certainly result in 
severe restraint of trade or actual mon- 
opoly. On both economic and legal 
grounds it is interesting to note the 
number of cases in which the Com- 
mission felt such a situation to exist. 


Manufacturers (one of which was 
recognized as merely “prominent”) 14 








Cases are built not only on the basis 
of economic effects, but on the methods 
used to attain these results. In table 
IV (below) the cases are listed accord- 
ing to the methods alleged to exist in 
the complaints; coercion or boycott lead 
all the rest. 

Another interesting type of evidence 
is a comparison with conditions under 
a state of previous competition. In 
four cases of this kind (three of manu- 
facturing; one of distributing) the 
Commission was apparently struck by 
the decisiveness of the change that had 
taken place since occurrence of the 
events complained of. In such in- 
stances it was confident enough of its 
ground actually to mention dates, pre- 
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opinion the decline of competition 
originated with the adoption of the 
criticized practices. 

In other cases, there are limited “ad- 
missions” by respondents. Accused 
industries are frequently permitted by 
the Federal Trade Commission to 
shorten proceedings by admitting the 
allegations made against them and ac- 
cepting either a stipulation to discon- 
tinue the offending practices or a cease 
and desist order requiring them to do 
so. Many accepted “judgment” with- 
out appealing to the courts, and if his- 
tory is any guide, the majority will do 
so. In making such admissions, the 
subject industries are sometimes at 
pains to protect themselves by limiting 
the acknowledgment of impropriety to 
the jurisdiction of the Federal Trade 





cover of such a reservation to facilitate 
closing of the complaints against them. 
The inference in a large number of 
cases is rather plain that the respon- 
dents were not really convinced of any 
offense to the public interest at all, and 
were accepting stipulations or submit- 
ting to “cease and desist” orders only 
to save time, money, and embarrass- 
ment. 

Did the Government’s attack have a 
brunt, and if so did it fall on particular 
industries? Or did it roam over the 
countryside, striking fortuitously at un- 
guarded heads? The compendium 
suggests a bit of both. In the nature 
of things, however, some industries are 
more exposed than others. In vain do 
we look for a simple division of the 
people into good and evil. Relative 
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Cartoonist John T. McCutcheon rather cynically suggests some of the 
difficulties of the problem, “Dissolution gives you that nice legal feeling.” 


Commission Act, with the express 
reservation that it is not a confession 
of guilt under other laws (z.e., anti- 
trust laws). At least one manufacturer 
and one distributor retreated under 
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opportunity and hardship probably 
had more to do with the behavior of 
the accused than did relative depravity. 
Industries in which competition was 





products were strongly established, in- 
dustries with but few members and 
those members well seasoned, would 
yield to temptation more easily than 
those moderately competitive and dif- 
fused. 

Business organization is so compli- 
cated that classifications have to be 
arbitrary. The most inviting circum- 
stance did, however, seem to occur in 
certain broad areas. The following ar- 
rangement is merely approximate, and 
at most points subject to further dis- 
section: 

Building Materials and Household 
Equipment 
Building Materials 

7 Manufacturing groups 
3 Distributing groups 


Manufacturing group and 1 
distributor in co-operation 


_ 


Distributing and contracting 
group and 1 manufacturer in 
co-operation 


~ 


Household Equipment 
1 Distributing group 
1 Manufacturer and 1 distribu- 
tor in co-operation 
Food and Related Supplies (all 
groups) 
Food 
4 Manufacturing groups 
1 Distributing group 


Equipment 
2 Manufacturing groups 
Food and Equipment 
1 Manufacturing group and 1 
vending group in co-operation 
Textile, Wearing Apparel, and Re- 
lated Products. ....... 
6 Manufacturing groups 
1 Individual concern 
1 Manufacturer co-operating 
with a distributing group 
Transportation Equipment 
3 Individual manufacturers 


1 Manufacturing group 
2 Jobbing groups 
Petroleum . Woe 
2 Individual manufacturers 
1 Manufacturing group 
Electrical Equipment....... 
2 Manufacturing groups 
Industrial Products........... ton “a 
1 Manufacturer 
1 Manufacturing group 
SOAMICES,S.. Gee eee oes eo te 
1 Association of individuals 
1 Group (2) of public utility 


exceptionally feverish, industries whose concerns 
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Specialties . . 
Manufacturing group 
Individual manufacturer 
Distributing groups 

Cases of manufacturers and 
distributors in co-operation 


Rw Ne 


1 Manufacturing group and 
1 distributing group 


1 Individual manufacturer 
and 1 distributing group 


Conclusion 


How much alleged restraint of trade 
did it all add up to, in terms of the ex- 
panse of American business covered by 
the charges? Any point-blank answer 
would be misleading. The offenses 
could be serious or trivial, the commis- 
sion thereof innocent or deliberate, the 
industry participation narrow or wide, 
the co-operation forced or inevitable, 
the performance feeble or strong. Some 
of the types of cases appearing in this 
study have occasionally been closed in 
the past by stipulation, a procedure 
used by the Federal Trade Commis- 
sion to secure without formality of trial 
the correction of mild misconduct or 
misunderstandings. On the other 
hand, several cease and desist orders— 
the sterner discipline—have already 
been issued; and the Department of 
Justice had previously announced that 
the cases it selected for prosecution it 
felt to be flagrant. There is no average. 

Nor is there any measure of their 
basic significance. Making the most 
sweeping assumptions possible—that 
the enforcing agencies were able to 
scotch all operations anywhere in the 
economic system of the type com- 
plained about—would that provide an 
adequate social policy? Or has the 
evolutionary process carried us toa 
point where markets can no longer be 
forced into the old pattern of “free 
competition”? This is the kind of 
question which disturbs many ob- 
servers far more seriously than the nar- 
rower problems of enforcing the laws 
currently on the statute books. 

The Sherman Act was passed nearly 
50 years ago. It has been supported 
from time to time by additional legis- 
lation. The antitrust laws have 
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become an accepted part of the en- 
vironment in which we live. Never- 
theless, despite this long history, the 
shifting attitudes of administrations 
and courts have not succeeded in estab- 
lishing a clear-cut national policy. Fur- 


SUPPOSE 
it WOULD 
BE 
SIMPLEe 
TO OPERATE- 





if they do realize, they may grimly 
deny the justness of whatever the cur- 
rent legal standard may be. In their 
respective theories, therefore, the main 
forces of both business and government 
may be marching bravely to battle in 














“_But Where Would It Get Us?” was the title of Rollin Kirby’s summary of 
the still present big business riddle, in the New York World-Telegram, 1935. 


thermore, as the Attorney-General has 
stressed, the legal structure is not in 
accord with current economic prob- 
lems. For different reasons, it seems 
inadequate to almost everyone. 

Many business men are so intimately 
aware of the reality of some kind of 
competition with themselves that they 
will solemnly join in the general dis- 
approval of monopoly, without realiz- 
ing that their competition might not 
be of the right grade, quality, and con- 
sistency to deflect the accusing finger 
{rom their own astonished heads. Or, 


different directions. In practice there 
will be an abundance of contact be- 
tween outposts, advance and rear 
guards, guerilla detachments, and 
searching parties to slake any average 
thirst for blood. 

The demand for revision of the anti- 
trust laws has solid foundations. Not 
only should our social policy be clear, 
but its application should be such that 
business operations can proceed with 
much more definite assurance as to the 
boundaries of proper co-operative 
action. 








* Vas yt | 3h 


THROUGH COURTESY OF SOCONY-VACUUM OIL COMPANY, INC. MAP COPYRIGHTED BY GENERAL DRAFTING COMPANY, INC, 


HIGHWAYS OF TOMORROW 


FRANK T. SHEETS 


President, Portland Cement Association 


ARADOXICAL as it may seem, 

the roads in use in America today, 
although inadequate for present needs, 
are marvels of excellence when com- 
pared with the roads of thirty years 
ago. The motorists have contributed 
road-building funds with generosity, 
and American engineers have done a 
good job. For rural highways alone, 
we have expended $11,000,000,000 in 
the last sixteen years. 

Sut in spite of the truly remarkable 
accomplishments in road building dur- 
ing the last three decades, in spite of 
the vision which has been shown in 
highway financing and engineering, 
today’s system of roads is still woefully 
inadequate. 

The present highway system has 


been made possible by the development 





of the motor car, and conversely im- 
proved roads have stimulated the wide- 
spread use of the automobile. 

But highway transport has made an 
unpredictable growth. The evolution 
of the motor car from the crawling, 
creaking crate of yesterday to the swift, 
streamlined marvel of today has been 
so startlingly rapid as to make obsolete, 
almost overnight, the highway system 
evolved out of yesterday’s concepts. 

Now we face congestion and traffic 
jams, obsolescence, and physical haz- 
ards in many of the older roads, and 
worst of all the challenging accident 
problem. 

Progressive strides have been taken 
and must continue to be taken in driver 
education and in providing safety regu- 
lations for vehicles, but the ultimate in 
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trafhe convenience and safety will not 
be reached until we actually provide 
adequate highways and build safety 
into them. 

Therefore, let’s envision the highway 
system of tomorrow—a network of 
roadways that would not only satisfy 
our present demands for fast, safe 
travel, but would meet future require- 
ments of both urban and rural people 
for many years to come. 

Tomorrow’s highway system must 
include terminal facilities, main super- 
highways, main trunk highways, inter- 
mediate highways, land service roads, 
by-passes and belt lines, arterial streets, 
and land service streets. 
will be discussed in the order named. 


Each phase 


In metropolitan centers there must 
be provided elevated or depressed 
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limited ways to pick up trafhe delivered 
at the edges of these congested areas 
and from other thoroughfares within 
the areas themselves and move it with 
safety and dispatch to focal points. 

These major traffic arteries must have 
adequate traflic and safe speed capacity; 
must have opposing traffic lanes sepa- 
rated; must be free from grade cross- 
ings either with railways or other high- 
ways; and must have suitable ramps 
for picking up and discharging trafhic 
at strategic points. 

Transcontinental and intersectional 
travel will demand the development of 
a limited mileage of super-highways, 
permitting safe high-speed travel be- 
tween important population centers 
and between major sections of the 
United States. 

These highways will ultimately pro- 
vide from four to eight traffic lanes, 
each twelve feet wide; will have no 
grade crossings with highways or rail- 
ways; will eliminate all pedestrian and 
horse-drawn traffic, and will provide 
for egress and ingress of vehicular traf- 
fic at only fixed points several miles 
apart. 

Speed will be limited only by the 
capacity of driver and 
vehicle. Trucks and 
slower moving vehicles 
will be segregated into 
special lanes. Opposing 
traffic lanes will be 
separated. Alignment, 
grade, sight distance, 
and super-elevation 
should be predicated on 
top speeds of 100 miles 
an hour. Free move- 
ment and discharge 
capacity should be en- 
couraged rather than 
discouraged by arbi- 
trary speed limitations 
and unwise policing. 
These highways will 
avoid all cities and 
towns. 

Supplementing the 
main super-highways 
will be a larger system 


of main trunk highways. These will 
feed traffic into the main super-high- 
ways and will serve other intercity, 
interstate, and intersectional traffic. 
They will probably be divided into 
two groups: 

Primary main trunk highways will 
be improved to high standards of sur- 
face, grade, alignment, sight distance, 
and super-elevation. Traffic lanes will 
be from ten to twelve feet in width, and 
where more than two lanes are needed 
the opposing lanes will be separated. 

Grade separations will be provided 
at railways and important intersecting 
highways. Walkways will be provided 
for pedestrians. Wherever possible, 
these highways will avoid the built-up 
sections of cities and towns. Safety will 
be built into these highways to permit 
cruising speeds up to 80 miles an hour 
except where physical conditions re- 
quire reductions. Safe speeds will be 
posted. 

Secondary main trunk highways will 
supplement the primary main trunks 
and will round out the main highway 


To relieve such congestion as this high- 
ways of tomorrow must have adequate 
spurs leading to and from the cities. 
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system by serving intercity, interstate, 
and intersectional travel which is im- 
portant but not of major significance. 
On these roads, high standards of de- 
sign and operation will be used, modi- 
fied from the “primary” standard as 
conditions may warrant. In open coun- 
try, the safe speed should be 60 miles 
an hour. 

These highways will include those 
which serve mainly the trafic between 
local communities, but will carry also 
some interstate or intersectional travel. 
They will include the main county and 
main “farm-to-market” roads or roads 
reaching into neighborhoods. Ob- 
viously they will not require the high 
standards of safety and load capacity 
which must be built into main trunks. 

Stable surfaces, two traffic lanes at 
least nine feet wide, adequate shoulders, 
and standards of alignment, grade, 
sight distance, and super-elevation com- 
patible with maximum operating 
speeds of 50 or 60 miles an hour in open 
country should be employed. Where 
lower speeds are required by condi- 
tions, the safe limit should be posted. 

These will include the vast mileage 
of low traffic rural roads whose pri- 

caxoway mary function will be 
to give access to land. 
They will never re- 
quire high standards 
of surface, alignment, 
grade, or sight distance. 
However, the Ameri- 
can farmer will never 
be satisfied until these 
roads have placed on 
them some cheap form 
of all-weather stable 
surface. 

Included in 
row’s highways system 
will be by-passes or belt 
lines around all sizable 
urban communities on 
main trunk highways. 
These facilities will be 


tomor- 


absolutely essential to 
the proper and safe use 
of main trunk high- 
ways. Likewise, they 
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will offer the only reasonable insurance 
of convenience, peace of mind, and ef- 
ficiency in conducting the normal busi- 
ness and social affairs within these 
urban communities. 

Regardless of belt lines and by-passes, 
there will be need of improvement of 
arterial urban streets which will carry 
into and through the cities and towns 
that part of rural trunk traffic which 
has business within the urban area. 

The urban routes must have ade- 
quate widths, smooth, stable surfaces, 
and proper facilities for traffic control. 
There will also be other arterial streets 
or boulevards on to which local street 
traffic naturally gravitates. These must 
likewise be adequately improved for 


the general good. 

Comparable to land service roads are 
the local and residential streets which 
give access to urban property. Their 
improvement and maintenance cannot 


be dodged. 

The question naturally arises, “What 
will all this cost?” Data are not avail- 
able for making accurate estimates, but 
some general figures may be helpful in 
visualizing the problem ahead. There 
are about 3,000,000 miles of rural high- 
ways in the United States. The ade- 
quate improvement of this system will 
call for the following investment in 
addition to funds already expended. 
To make 60,000 miles of the system 
main super-highways would cost $300,- 
000 per mile, or a total of approximately 
$18,000,000,000. 
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Two hundred and forty thousand 
miles of main trunk highways would 
cost $10,650,000,000. Six hundred thou- 
sand miles of intermediate highways 
would cost $12,000,000,000, and _all- 
weather surfaces for land service roads, 
totalling 2,100,000 miles, would cost 
$10,500,000,000. 

Add to this $5,850,000,000 for termi- 
nal facilities, arterial streets, and belt 
lines and we have a grand total cost of 
$57,000,000,000, not including local or 
land service city streets. 

This stupendous figure of $57,000,- 
000,000 for added rural highway fa- 
cilities seems absolutely overwhelming. 
But we are not outlining immediate 
needs. The investment need not be 
made within any specified period of 
years. The facilities may be provided 
as demand becomes pressing and as 
funds can be raised. 

Each specific project must be sub- 
jected to the acid test of its economic 
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justification. Will it pay dividends in 
sufhicient amount to amortize the in- 
vestment and to justify the annual cost 
of maintenance and operation? If not, 
defer the project. 

But no less courageous view of the 
future will insure the broad concep- 
tions and fundamental planning which 
are essential to directing each year’s 
work toward a realization of the ulti- 
Data from the basic 
planning surveys now being made by 
the United States Bureau of Public 
Roads and the State highway depart- 
ments must be analyzed, and sound 
administrative, financial, and physical 
plans must be formulated and adopted. 
A master highways plan for the United 
States, of which each State and city plan 
shall be a component part, is the best 
insurance of realization of adequate 
and safe highway transport tomorrow. 

Another natural question arises, 
“Can such huge highway expenditures 


mate objective. 
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be justified?” Various authorities 
agree that adequate versus inadequate 
highway improvement will effect a sav- 
ing of at least two cents a vehicle-mile 
of travel. In some instances this will 
result from elimination of traffic de- 
lays, in others from the reduced cost of 
driving vehicles on improved road sur- 
faces, and in others from a combination 
of such factors. 

Applying this to the vehicle-miles 
of rural travel in 1935 (104,000,000,000 
miles) we get an annual saving of 
$2,080,000,000 which would, in about 


ayear. The joint committee of rail and 
highway users has enunciated the prin- 
ciple that motor vehicle owners should 
pay through motor taxes the entire cost 
of highways of general motor use and 
a part of the cost of other highway fa- 
cilities, depending upon the extent to 
which they are in general use. There 
is general acceptance of the soundness 
of this principle. Unfortunately, many 
millions of dollars collected annually 
in motor imposts are diverted to other 
uses. 

It is high time for the motorist to set 
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Such improvements as clear vision curves and straight, broad underpasses mean greater ex- 
penditures of public funds, but many feel that they are justified on the score of safety alone. 


twenty-five years, amount to the invest- 
ment suggested for rural highways. 

More adequate highways will bring 
more use of highways by the present 
number of car owners and will induce 
more people to buy new vehicles. This 
will increase the total miles travelled 
and increase the savings which high- 
ways bring. 

Still another important question, 
“Where can we get the money?” We 
are now collecting in motor taxes 
(license fees, miscellaneous fees, and 
motor fuel taxes) about $1,000,000,000 








his house in order; to see to it that his 
payments for highway service are 
wisely used in accordance with a defi- 
nite plan; and to get some real tracks 
on which to run his car. 

With the increased highway use 
which will inevitably follow provision 
of adequate facilities, it is conservative 
to estimate that even the present rates 
of motor taxes will yield an average of 
$1,500,000,000 a year during the next 
generation. Reserving $500,000,000 for 
maintenance, operation, administra- 
tion, and other fixed charges, this 


should make available $1,000,000,000 
for new improvements. 

The Federal Government will realize 
so many benefits in increased com- 
merce, potential military use, and in 
postal service that an annual contribu- 
tion of $250,000,000 from that source 
would be fully warranted. Thus, the 
combined motor revenues and Federal 
funds would finance on a “pay-as-you- 
go” basis a $46,500,000,000 program of 
general motor use highway facilities in 
thirty-seven years. 

Such a program of general highway 
improvement would free local direct 
highway taxes for use in providing 
other facilities. These funds can be 
economically justified for use in com- 
pleting the program of land service fa- 
cilities. The latest figures available 
show an annual collection of approxi- 
mately $500,000,000 a year in local taxes 
for rural roads. About one-half of this 
was spent for construction and one-half 
for maintenance. 

With proper efficiency practised in 
local expenditure, and with the local 
road burden progressively becoming 
lighter, the local revenues should yield 
$400,000,000 annually for construction. 
This would build $10,500,000,000 worth 
of rural land service roads in about 
twenty-six years. 

It would appear that the extensive 
program presented for the highway 
system of tomorrow is not visionary, 
but fully justified for two reasons: first, 
the expenditure will be fully offset by 
the savings in transportation which 
would result; secondly, on the basis of 
present tax rates, there is money 
enough in sight to finance the program 
on a pay-as-you-go basis. 

The elimination of physical hazards, 
the annihilation of congestion, and the 
freeing of traffic control which would 
be accomplished by the program out- 
lined would yield enormous dividends 
in highway safety. 

It will be interesting to compare this 
article’s predictions with the realization 
of thirty years hence. The prophet of 
today is vindicated by the reality of to- 
morrow. 
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Fire insurance may cover the damage now hid- 
den by smoke, but in the weeks of renovation 
who will pay the fixed, continuing expenses? 


INSURING AGAINST BUSINESS 


INTERRUPTION LOSSES 


MILTON W. MAYS 


Insurance Executives’ Association 


AST Autumn three business fires 

which were superficially undistin- 
guishable had very different conse- 
quences. All of them, it is true, 
occurred in the South; all took place 
within the space of a very few weeks; 
all were in run-of-mine enterprises 
which sold familiar commodities. But 
behind not-dissimilar settings different 
management policies were in force. 
With remarkable fidelity these policies 
were mirrored in the respective fires’ 
consequences. 

For eleven years the Paul Barclay* 
Drug Company had been wholesalers 
of wines, drugs, and confectionery, do- 
ing a profitable business at a good loca- 


* The names of companies used in this article are 


fictitious. 
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tion and enjoying the rewards of good 
fortune and enterprise. Against a pos- 
sible disaster they carried, so they 
thought, full protection. 

How wrong they were a fire in No- 
vember was to demonstrate. A com- 
plete burn-out, it consumed not only 
the sizable stock of merchandise, but 
the building as well. Both were in- 
sured, but when the insurance com- 
panies had made good the direct losses, 
the drug company found itself in the 
position of a man who has been robbed 
of his clothes, but left with a diamond 
stick-pin. The future held promise, but 
the present was embarrassing. Faced 
with the problem of a fresh beginning, 
the company has decided not to set up 
stock at a temporary location and then 


move when the old structure had been 
rebuilt. Instead it has remained com- 
pletely out of business pending recon- 
struction. Either course entails ex- 
penses which their fire insurance does 
not allay. 

The second fire burned out the 
Grosscup & Son flour-mill, which had 
followed a half-way policy of a different 
sort. It had fire insurance on half the 
value of the physical assets, and it had 
the assurance that a not-too-distant mill 
could handle its contracts in case of 
emergency. Accordingly, when a fire 
in October destroyed the mill, its own- 
ers reaped the benefits—and the disap- 
pointments—of partial protection. On 
the tangible assets they regained half- 
value, and then in subsequent opera- 
tion at the other mill their profits were 
considerably diminished. First there 
was a six-month rental charge; sec- 
ondly, their trucks made longer hauls 
in distributing the finished product; 
and finally, the capacity of the hired 
mill was limited to 50 per cent of the 
former output. Additional fire insur- 
ance would have been welcome after 
the event. So would some sort of guar- 
antee of future earnings. 

A brighter aftermath followed the 
third fire, which lay waste the Haskill 
barrel factory last September. Fire in- 
surance of $350,000 amply covered the 
damage of about $250,000. But more 
than that, the company was able to 








begin rebuilding immediately with no 
prospect of losing interim earnings. A 
business interruption insurance policy 
made possible the adjusting of contracts 
and the payment of executive salaries 
and interest—amounting in all to $go,- 
ooo. The new plant has been in oper- 
ation since January 1, and the new year 
carries over no burden from the old. 

Interruption of earnings after such a 
disaster as the first or second fire is 


neither new nor uncommon. It has 
become a serious problem, however, 
since the introduction of large-scale 
methods of merchandising and manu- 
facturing which are characterized by 
an increased use of credit facilities, ex- 
tensive investments in plant and equip- 
ment, rapid turnover of inventories, 
employment of advertising, and nation- 
wide markets. All of these factors 
combine to increase the fixed charges 
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per unit of product, reducing at the 
same time those portions of the per 
unit cost represented by operating ex- 
penses and net profit. 

It was about fifty years ago that 
recognition was given to the fact that 
interrupted earnings frequently result 
in a more serious loss than direct dam- 
age to property. A prominent insur- 
ance broker, after losing a considerable 
portion of his business to his compe- 
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titors, conceived the idea of insurance 
protection against this increasingly 
important source of loss. As a result 
of his efforts, it was not long before 
there was undertaken the preparation 
of an insurance contract which would 
do for the business everything that the 
business would have done for itself had 
no interruption in earnings occurred. 
It was this sort of policy which sus- 
tained the income of the barrel factory, 
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after the third fire under consideration. 

Insurance designed to protect against 
loss of earnings resulting from insur- 
able property hazard first became 
known as “use and occupancy insur- 
ance.” Buyers and sellers of insurance 
were not slow to register their dissatis- 
faction with a name which so poorly 
described the nature of this type of in- 
surance coverage. Many other names 
were suggested, but the two which 
seem to have been favored are “business 
interruption insurance” and “prospec- 
tive earnings insurance.” Of these two, 
the latter is being employed more 
widely because it is more nearly indic- 
ative of the purpose which this type 
of insurance is designed to serve. 
However, all three designations are 
used when discussing this type of in- 
surance and may therefore be consid- 
ered synonymous. 


Special Contracts 


Since the operations of different 
types of business will vary considerably, 
it has been necessary to develop several 
contracts for insuring prospective earn- 
ings. To describe each contract and 
every rule applying to it would require 
a long and technical discussion. Such 
detailed exposition is unnecessary to 
an understanding of the nature of pros- 
pective earnings insurance and the 
place which it occupies in a program 
of complete insurance protection. 
However, in making general state- 
ments descriptive of this kind of insur- 
ance coverage, it should be remembered 
that each business presents its own pe- 
culiar problems and should be accorded 
individual attention by an insurance 
expert in order to avoid incorrect or in- 
sufficient coverage. 

Prospective earnings insurance, as 
the name implies, affords protection 
against loss of anticipated earnings re- 
sulting from an interruption in the 
operations of a business caused by fire, 
tornado, earthquake, riot, or any other 
insurable property hazard. This type 
of insurance is a companion of and 
never a substitute for property damage 
insurance. It will indemnify a business 








only if such anticipated earnings would 
have materialized had no interruption 
occurred. In other words, this type of 
insurance will protect against loss of 
earnings only to the extent that they 
would have been earned had the busi- 
ness been able to continue its operations 
without interruption. 

In certain types of business, when 
fire or other disaster forces a partial 
or complete shutdown, some expenses 
can be eliminated for the period of in- 
activity. Within this category will fall 
wages of ordinary labor, cost of heat, 
light and power, and certain miscel- 
laneous expenses such as_ postage, 
telephone, abatable sales expenses, col- 
lection expenses, outgoing delivery ex- 
penses, credit losses, and plant repairs. 
If these expenses can be discontinued 
when operations cease, they will not 
represent a loss of earnings to a busi- 
ness. Consequently, it would be en- 
tirely unnecessary to carry insurance 
protecting against the loss of that part 
of earnings embracing operating ex- 
penses which will cease during a period 
of business interruption. There would 
be no actual loss to the business on 
account of these expenses. This is par- 
ticularly true of the earnings of manu- 
facturing enterprises. 

In some lines of business on the other 
hand, particularly in the mercantile 
class, the management will find it 


Less dramatic than loss by fire, a bust- 
ness interruption loss may nonetheless 
have equally important consequences. 
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necessary in case of short periods of 
business interruption to continue a sub- 
stantial part of their operating expenses 
—mainly wages of clerks—in order to 
expedite thé resumption of full opera- 
tions and to maintain the organization 
intact until that time. It would be a 
distinct disadvantage to such a business 
to dismiss its clerks, even though earn- 
ings have ceased temporarily, for they 
are needed under these circumstances 
to open and prepare new merchandise 
for sale. Such work forms a part of 
their job. In this they differ from or- 
dinary laborers in a manufacturing en- 
terprise, who would not be expected to 
install new equipment after the old 
equipment had been damaged, for such 
tasks would be performed by mill- 
wrights or other specialists employed 
for this purpose. 

Another reason for not dismissing 
clerks in a mercantile enterprise when 
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fire or similar misfortune causes a tem- 
porary discontinuance of earnings is 
that they frequently acquire a consid- 
erable personal clientele which follows 
them from one mercantile establish- 
ment to another. Laborers in a manu- 
facturing plant, on the other hand, 
come in business contact with the 
public only very infrequently and, as 
a result, seldom will build up any cus- 
tomer following. Therefore, since it 
would be practically impossible for 
some firms to eliminate all or a sizable 
part of the usual operating expenses in 
the event of a temporary interruption 
in earnings, these expenses properly can 
be considered as a potential source of 
loss to the business and are properly 
included in the earnings value to be 
insured. 

There are two broad types of con- 
tracts which have been developed to 
insure prospective earnings in the event 
of an interruption in business caused 
by an insurable property hazard. 
These two types of contracts differ sub- 
stantially, but one important point of 
distinction is predicated upon the sub- 
ject discussed in the paragraphs im- 
mediately preceding: the ability of a 
business to discontinue all or a major 
part of its operating expenses during 
an interruption in earnings. 

The one type of prospective earnings 
or use and occupancy contract is writ- 
ten so as to provide for a specified 
amount of indemnity for each day, 
week, or month of total suspension 

(Continued on page 47) 
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’ Business recession and international tension over Panay incident headline 
the news. . . . Special session of Congress ends with record number of 
bills not passed... . Japan continues to gain in China. ... Spanish fighting 


centers around Teruel. ... Holidays celebrated well if not too wisely. 


: 1 Unitep Srares files suit charging telegraph services with violation House recommits Wage-Hour Bill to Labor Committee. Senate 
- of Sherman Anti-Trust Act. 17 passes Farm Bill. Milwaukee Court terminates Federal inquiry 
into auto financing. United States signs temporary trade pact 
’ 2 House petition breaks deadlock over Wage-Hour Bill in Rules with Italy. 

Committee. Green and Lewis meet in peace parley. 


} 18 NationaL Housing Act voted by House. ICC approves rise in 
ICC grants Western and Southwestern railroads right to increase freight rail rates, effective December 20. 

3 passenger fares. AF of L reveals it will sponsor substitute wage- 

hour measure. SupREME Court rules that Federal Communications Act forbids 
20 use of evidence obtained by wire-tapping. Senate ratifies five- 


SupREME Court grants Government permission to proceed in year International Sugar Agreement. SEC announces revision of 


anti-trust suit against Aluminum Company of America; also ap- “when issued” rules, effective January 3 
6 proves State taxation of income of Federal contractors. House 
ars compulsory c sat. Price of silver in L - s 3 : 
~~ me — curb nae wheat. Price of silver in London drops Coneress adjourns. Housing Bill voted by Senate; sent to con- 
COWES i: POU oie ao 21 ference. President pledges aid of United States toward peace. 


, : : : z : AF of L and CIO abandon efforts for conciliation. 
House rejects inflationary amendment to Jones Farm Control Bill. 
S Senate confirms nomination of Nathan Straus as Administrator TELEGRAPH companies file petition with FCC requesting 15 per 
of United States Housing Authority. cent increase in domestic rates. 





House passes Farm Bill affecting five crops—cotton, wheat, corn, 
10 tobacco, and rice. ICC refuses immediate 15 per cent “emergency 


23 NLRB charges Ford guilty of National Labor Relations Act vio- 
advance” in rail freight rates. 


lation. 






24 Brazit decrees control of foreign exchange, Bank of Brazil given 


11 Iraty withdraws from League of Nations. gies ogy 
jurisdiction. 





To as - ?, p< - r lan- ce ’ . 
12 Unitep States gunboat Panay .sunk by Japanese. 25 Unirtep States accepts Japan's apologies but demands future safe- 
guards. Wide exchange of goodwill and gifts. 







Unitep Srates demands satisfaction from Japan. Supreme Court 

13 sustains power of Treasury to call Liberty bonds for redemption 
without payment of further interest. House votes to take up 
Wage-Hour Bill. 







26 Assistant ATTORNEY-GENERAL Jackson blames recession on mo- 
nopolistic price increases. 






: sels : : GENERAL Morors announces lay-off of 30,000 workers New Year’s 
SENATE rejects restrictions on Farm Bill funds. Federal Reserve ms i a a ae 
Day; twenty-four-hour week set. 


14 Chairman Eccles blames current business recession on rapid in- 
crease in prices. - . ‘ 
29 Jackson attacks monopolies and charges business “strike.” 


15 AF or L substitute wage-hour plan rejected by House. Coalition 
Senate group offers ten-point recovery program. 30 







Ickes scores Sixty Families for anti-New Deal drive. Paris trade 
unions end strike of 140,000 municipal workers. 







REPUBLICAN Party names Glenn Frank Chairman of Committee 
16 on Program. Minimum soft coal prices set by NBCC become 31 RoosEvELT cuts silver price to 64.64 cents. Aspirin stocked heavily 
effective in East. by celebraters. 
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THE TREND OF BUSINESS 


PRODUCTION > ERE ss 


. TRADE .. . FINANCE 


Corrective factors continued to dominate the business scene as 
the new year opened. Although statistics furnish no evidence 
of a sharp reversal of trend, signs of a firmer tone in com- 
modity markets and of improved inventory conditions indicate 
the progress being made in establishing a basis for an upturn. 


a the close of the old year, 
which had witnessed in its first 
months some of the highest activity 
records of the recovery, and in its last 
months some of the lowest, statistics 
pointed to the emphasis being laid on 
the correction of maladjustments 
among the various components of the 
business world. 

Production and current orders were 


being brought more closely in agree- 


Industrial Production 


Federal Reserve Board Adjusted Index 


1923-1925 = 100 

1934 1935 1936 1937 
January 78 90 97 114 
February & 90 94 116 
March 54 88 93 118 
April 86 86 101 118 
May 86 85 108 18 
June 84 87 104 114 
fuly 76 86 108 14 
August 73 88 108 117 
September whi or 109 111 
October 74 95 110 103 
November 7s 06 114 89 
December 86 101 121 83 





* Preliminary. 


ment, and in many important cases 
the correction had been applied so 
sharply that shipments were well above 
output. Though consumer purchasing 
was showing the effect of payroll cuts 
in manufacturing centers, on the whole 
it was holding fairly close to the levels 
of the previous year, causing sharp re- 
ductions in merchandise stocks. Buyer- 
interest, stimulated by lower prices in 
both wholesale and retail lines, was 
furthered by signs of sustained strength 
in some basic commodities, often found 
to lead price movements. 

Industrial measurements indicated 
that production had about reached the 
bottom of its down-hill slide. Com- 
pared with an average for the year of 
110, 5 per cent above the 1936 average 
the index of output at the close of 1937 
was 83, 31 per cent below December, 
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1936. Yet the rate of decline from No- 
vember to December was only half as 
great as that from October to Novem- 
ber, and reports for the first part of 
January indicated that the trend was 
more definitely sideways. 

Steel ingot production, which aver- 
aged 72 per cent of capacity during 
1937, Was down to 25 per cent in De- 
cember. Schedules were increased 
slightly in the first three weeks of 
January, largely on the basis of orders 
accumulated at the end of the year, but 
no sharp upturn was suggested by the 
current level of demand. Of its prin- 
cipal customers, only the oil and farm- 
implement industries continued 
operations at high rates. The index of 
domestic machine tool orders, often in- 
dicative of future additions to produc- 
tive equipment, continued to drop, and 
in December was the lowest since 
March, 1935. In contrast, the index of 


Factory Payrolls 


U.S.B.L.S. Index—1923-1925 = 100 





1934 1935 1936 1937 
January 54.6 65.0 73.8 90.7 
February 61.3 70.0 93.9 95.8 
March 65.6 rg 77.6 101.1 
April 68.1 bby, 79.3 104.9 
May 68.1 69.4 80.8 105.2 
June 66.0 67.4 81.1 102.9 
July 61.4 66.5 80.2 100.4 
August 63.2 71.0 83.5 103.8 
September §9.1 73.7 83.6 100.1 
October 62.2 76.4 89.0 100.1 
November 60.7 75.6 90.7 89.3 
December 64.2 77.6 95.2 80.9* 








* Preliminary. 
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foreign orders increased further and 
accounted for the entire gain of 11.7 
per cent from November in total orders. 

The automobile industry ended the 
second best year in its history, with 
total factory sales amounting to more 
than 5,000,000 units. For the entire 
year, sales were 8 per cent greater than 
in 1936, in December alone, 36 per cent 
less than in the previous December. 
With heavy used car. stocks beclouding 
the future trend of sales, production 
rates in January were held down to 
current demand levels. 

Spinning operations in December 
were at g2 per cent of capacity, com- 
pared with 105.2 during November and 
134.5 last December. In the week end- 
ing January 1, the index of mill activity 
was the lowest in more than three 
years, but production increased in the 
second week and was maintained close 
to that level in the following week. 
The shoe industry, which had experi- 
enced a sharp curtailment in output 
during 1937, slightly stepped up oper- 
ations to add to depleted stocks. 


Wholesale Commodity Prices 


U.S.B.L.S. Index—1926 = 100 











Oct. Nov. Dec. Jan. 
Week 1937 1937 1937 1938 
] 86.9 83.8 82.0 81.0 
W 86.0 83.2 81.9 80.8 
Ul 85.2 82.9 81.5 81.0 
lv 84.9 82.0 81.2 
Vv 84.0 





Accompanying the additional cur- 
tailment in industrial schedules during 
December, payrolls declined sharply 
and relief applications increased. From 
December 1 to January 11, WPA rolls 
alone were swelled by approximately 
250,000. The index of factory employ- 
ment dropped to 88.5 in December, 
payrolls to 80.9. The difference in the 
extent of decline in the two indexes 
since August—12 per cent for employ- 
ment, 19 per cent for payrolls—is in- 
dicative of a tendency to cut down on 
hours and average earnings, rather than 
drop workers outright. 

Continued declines in consumer 
costs, though less sharp than the drop 


in industrial payrolls, were especially 
encouraging to those whose earnings 
had suffered. The NICB cost of liv- 
ing index fell to 88.6 in December from 
89.0 in November. Outstanding in the 
decline was the further abrupt lower- 
ing of food prices and a drop in rents 
for the second month, after more than 
three years of steady advances. In 
wholesale markets sensitive raw ma- 
terials turned upward early in January; 
the USBLS comprehensive index 
showed little change during the first 
three weeks of the month. 

Though under the high levels estab- 
lished in late 1936 and early 1937, the 
volume of retail buying at the close 
of the year was better than anticipated 


Department Store Sales 


Federal Reserve Board Adjusted Index 








1923-1925 = 100 

1934 1935 1936 1937 
January 73 76 1 93 
February 73 77 83 95 
March 76 79 84 93 
April 76 75 54 93 
May 75 74 87 93 
Jone 73 79 8 93 
July 73 80 9! 94 
August 16 17 86 92 
September 74 8 88 94 
October 74 78 90 93 
November 5 82 94 91 
December 77 83 92 go* 





* Preliminary. 


in many cases. Department store sales 
were 2 per cent below last December, 
compared with a gain of 6 per cent for 
the entire year, mail order and chain 
store sales 1 per cent above last Decem- 
ber compared with an increase of g per 
cent for the twelve months. Encour- 
aging developments during the month 
were the more than seasonal pick-up 
in average daily rural and variety store 
sales, and the announcement of a lead- 
ing mail-order house that inventories 
were in unusually good shape. 

A contra-seasonal rise in the number 
of cars loaded slightly advanced the 
adjusted index during the first three 
weeks of January, but was not entirely 
significant as a measure of increased 
trade or industrial activity because load- 
ings of coal, expanded by cold weather 
demand, were largely influential in the 
gain. Preliminary reports for Decem- 
ber revealed a further decline in rail- 
road net operating income, with gross 
revenues approximately 20 per cent 
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below last December and no compar- 
able decrease in expenses. 

Interest of both Government and pri- 
vate industry in stimulating building 
activity threw light on the importance 
of a healthy construction industry in 
fostering general economic well-being. 
Yet indexes of residential costs re- 
vealed little progress made between 
September and December in lowering 


. . 
Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 

Oct. Nov. Dec. Jan. 
Week 1937 1937 1937 1938 
I 153.74 129.82 124.61 120.99 
u 146.33 129.69 127.67 126.31 
Ill 137.06 124.80 124.65 133.15 
1V 130.34 137.32 328.52 
Vv 135.22 





prices. Construction awards in Decem- 
ber rose above the corresponding 1936 
period for the first time in four months 
as the result of a sharp upturn in non- 
residential contracts; residential were 
the lowest in more than a year. 

The dullness of the pre-Christmas 
stock market was superseded by sev- 
eral weeks of activity, promoted largely 
by interest in “armament” shares. The 
average price per share on the Ex- 
change was $27.53 on January 3, as 
against $28.92 on December 1. Indus- 
trials advanced rapidly in early Janu- 
ary, rising above the highest November 
or December levels by the middle of 
the month, but rails and utilities failed 
to show corresponding strength. Weak- 
ness in the latter was fostered by two 
court decisions establishing the legality 
of Government projects. 

Capital flotations, compiled by the 
Commercial and Financial Chronicle, 
were slightly higher in December than 
in November but only one-fifth as large 
as in last December. Striking evidence 
of the depressed state of the capital 
market appears when comparison is 
made between the 1937 total of $3,905,- 
000,000, of which only $2,050,000,000 
was for new capital purposes, and the 
1929 total of $11,592,000,000, of which 
$10,183,000,000 comprised new capital 
demand. 
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BELOW 1936 


In November and December the United States Trade Barometer was respectively 5.5 and 9.5 
per cent lower than in the same months of 1936. The Trade Barometers for the United States 
and 29 regions are prepared by L. D. H. Weld, Director of Research of McCann-Erickson, Inc. 


HOUGH less severe than the slackening in other lines 

of business activity, a downward trend in consumer 
spending was clearly defined in the latter part of 1937. 
As measured by the United States Trade Barometer, the 
volume of purchasing was 8 per cent lower in the last 
quarter than in the first. 

At its peak in March, 1937, the index was 51.8 points— 
almost exactly 100 per cent—above the low point of the de- 
pression, March, 1933. In the following month it dropped 
8.5 points, suffering the first serious setback in the recovery 
period. From April to December, alternate advances and 
declines characterized its movement, but losses outweighed 
the gains made and by the last two months of the year the 
index had dropped below its 1936 comparatives. In No- 
vember, the barometer was 92.3 per cent of its 1928-1932 
average, and in December g2.1 per cent (preliminary). 

In comparison with the large gains over the correspond- 


ing months of 1936 which were made by every region 
in the first quarter of the year, only two increases—and 
these minor—were registered by the 29 regional barometers 
in November. An advance of 2.9 per cent in the Texas 
index from October to November was sufficient to carry 
it slightly above its November, 1936, level. The Salt Lake 
City barometer dropped moderately from October, but 
showed a 2.3 per cent gain over last year. 

Smallest declines from 1936 levels occurred in the 
Minneapolis and St. Paul, St. Louis, and San Francisco 
regions. Iowa-Nebraska and Memphis again registered 
the sharpest decreases. The northeast, sufféring from the 
sharp curtailment of industrial payrolls, remained on the 
whole the most depressed trading area when compared 
with the average for the United States. 

More cheerful than these year-to-year comparisons was 
the evidence that in many regions consumer spending 


[ 28 ] 


REVIEW 


, E.8.2.8.22. 2 




















picked up by more than the usual seasonal amount from 
October to November. Although advances were moderate, 
it was encouraging to note that 10 of the 29 regional 
barometers, the largest number since August, were higher 
than in the previous month. The barometer for the 
United States increased 1.9 per cent in November. 

Reports from Dun & Brapstreet offices for December 
and early January reveal, with few exceptions, further 
declines in industrial and mercantile payrolls, and sharp 
increases in relief applications. Despite these develop- 
ments, for the first time in several months an improvement 
in trade sentiment is noted. Among the factors quoted 
as contributing to the more hopeful attitude are the 
strides made in stock-reduction, the better-than-expected 
Christmas buying, and the consumer susceptibility to 
January clearance sales promotions. In addition to drastic 
price reductions, lower temperatures were instrumental in 
developing demand for sports equipment, heavy wearing 
apparel, and other items which had suffered from the mild 
Winter. 


THE MAP AND TABLE compare the November, 1937, indexes with 
those for the same month a year ago. In the column at the extreme right 
of the table there is indicated the relative importance of the regions: the 
figures are percentages of national retail trade from the 1935 Census of 
Business. 


THE INDEXES for the regions (charted, with U. S., from 1928, on 
pages 30-34; five months’ figures on page 34) are composites based on: 
bank debits (Federal Reserve Board), department store sales (Federal 
Reserve Board), new car registrations (R. L. Polk & Company), and life 
insurance sales (Life Insurance Sales Research Bureau). In regions 2, 3, 
4, 5, and 14, wholesale sales (Federal Reserve Board), and in region 2, 
advertising linage (Editor and Publisher), which were found to make 
those indexes more accurate, are included. In region 15, department store 
sales have been omitted. Each index is separately adjusted for seasonal 
variation and for the number of business days in each month. All are com- 
parable. The monthly average for the five years 1928-1932 equals 100. 


THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for November based on samples of department and retail stores re- 
porting to the Federal Reserve banks; for December and the first half of 
January based on opinions and comments of business men in various 
lines of trade, gathered and weighed by the local DuN & BraDsTREET 
offices in making up their estimates. 
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REGIONAL TRADE BAROMETERS 


November November 1937 
1937 Compared with 
REGION Regional November 1936 (°%) 
Index 
—20 —-10 0 +10 

U.S 92.3 
NEW ENGLAND 80.8 
NEW YORK CITY 78.7 
ALBANY AND 92.9 
SYRACUSE 
BUFFALO AND 82.6 
ROCHESTER 
NORTHERN NEW 82.7 
JERSEY 
PHILADELPHIA 86.5 
PITTSBURGH 90.5 
CLEVELAND 87.6 
CINCINNATI AND 984 
COLUMBUS 
INDIANAPOLIS 103.1 
AND LOUISVILLE 
CHICAGO 89.9 
DETROIT 92.0 
MILWAUKEE 98.1 
MINNEAPOLIS 98.7 
AND ST. PAUL 
1OWA AND 76.4 
NEBRASKA 
ST. LOUIS 90.3 
KANSAS CITY 92.5 
MARYLAND AND 105.2 
VIRGINIA 
NORTH AND 95.9 
SOUTH CAROLINA 





ATLANTA AND 101.6 


BIRMINGHAM 

FLORIDA M24 
MEMPHIS 86.9 
NEW ORLEANS 95.5 
TEXAS 110.0 
DENVER 107.7 


SALT LAKE CITY 97.3 
PORTLAND AND 90.3 
SEATTLE 

SAN FRANCISCO =—‘'100.6 


LOS ANGELES 99.4 





Retail 
1935 
Sales 


(%%) 
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1, NEW ENGLAND 
| | 


| 
on 
| | 


NoveMBER—Percentage department store sales changes from previous November: 
Boston —1, Providence 0, New Haven o. DeceMBER—Percentage retail trade de- 
creases from previous December: Bangor 10, Portland 10, Burlington 10, Boston 4, 
New Bedford 5, Springfield 12, Worcester 5, Providence o, Hartford 8; New Haven 
trade up 5%. Wholesale trade decreases: Portland 5, Boston 5, Springfield 12. 
Payrolls and production below last year. Shoes, leather, and textiles up slightly, 
after dropping to very low points. Collections steady in Burlington, Worcester, 
New Haven, and Providence; slower than last year elsewhere. JANUARY—Clearance 
sales at department stores well patronized. Continued moderate advances in im- 
portant industries. Prices stabilizing. 

















“1934 


REGION 2: NoV., 78.7 ocT., 78.9 Nov. 1936, 89.9 
NovEMBER—Percentage department store sales changes from previous November: 
New York City —1, Bridgeport —2, Westchester-Stamford +-1. Bank debits down 
22%, largest decrease in any region. DrcemMper—Percentage retail trade changes 
from previous December: Bridgeport 0, New York City hotel sales —5, parcel 
deliveries —1, department store sales —o.5. New York City bank clearings 21% 
below last December. Employment down 3.2%, payrolls 0.2°4 below November. 
Building permits up sharply; rush to file before new city building code, effective 
January 27. Bridgeport collections steady. JaNuaARY—New York City retail sales 
1% below corresponding period of 1937. Inventories normal in retail outlets. 














932 1934 





REGION 3: NOV., 92.9 OCT., 92.1 NOV. 1936, 95.1 
3. ALBANY AND SYRACUSE NoveMBER—Percentage department store sales changes from previous November: 
Syracuse +7, Northern State —6, Central State —4. DecemBer—Percentage 
retail trade changes from last December: Albany —15, Binghamton —8, Glovers- 
ville —12, Utica 0, Syracuse +5. Wholesale trade increases: Albany 10, Syra- 
cuse 5. Payrolls and production below last year. Slight pick-up in Binghamton 
shoe factories but short schedules maintained. Continued activity in camera and 
business machines industries. Collections steady in Utica and Syracuse; slower 
than last year elsewhere. JaNuary—Syracuse wholesale and retail trade dull, as 
result of reduced operations in local factories. 





1932 


REGION 4: Nov., 82.6 ocr., 83.2 Nov. 1936, 89.8 
oe eee NovEMBER—Percentage department store sales changes from previous November: 
Buffalo —5, Rochester +6. DercemBer—Percentage retail trade changes from 
previous December: Buffalo —5, Jamestown +3, Elmira —10, Rochester +5, 
lle ag | Buffalo clothing sales materially below year ago; heavy stocks unsold. Buffalo 
j ae ae | wholesale trade down 5%. Payrolls and production below last year in Buffalo, 
; Elmira, and Rochester. Production steady in Jamestown; payrolls higher than 
last December. Retail failures larger than a year ago in Rochester; collections slow- 
ing up and below last year; steady in other cities. JaNuaRy—Buffalo retail trade 

3% above 1937. Three local steel furnaces re-lighted, closed since November. 


1934 


REGION 5: NOV., 82.7 OCTS G32 NOV. 1936, 90.7 
| 5. NORTHERN NEW JERSEY | NovEMBER—Northern New Jersey department store sales 4% below last Novem- 
ber. Decemper—Newark retail sales 2°% below previous December; wholesale 
trade down 5%. Bank clearings down 28% in Northern New Jersey, 12% in 
Newark. Production off, as compared with a year ago; layoffs and reduced schedules 
in many plants. Aeronautical and some heavy hardware lines running close to 
capacity, with substantial Government orders. Usual seasonal lull in building. 
Collections slower than last year in retail trade; steady in other lines. JANUARY— 
Newark department store sales 2° under corresponding period of 1937. Slight 
improvement in grocery demand; less consumer resistance to meat prices. 


1932 1933 1934 


REGION 6: nov., 86.5 ocT., 83.3 Nov. 1936, 948 

| & PHILADELPHIA NoveMBeR—Percentage retail trade changes from previous November: Trenton 
—11, Philadelphia +1, Scranton —7, Wilmington —11. DecemMBer—Percentage 
retail trade changes from previous December: Trenton +10, Allentown +4, 
Philadelphia —5, Reading —8, Scranton +5, Wilkes-Barre —5, Harrisburg +5, 
York +6, Wilmington —5. Philadelphia wholesale trade down 10%, electric 
supplies only trade to show gain. Payrolls and production below year ago except 
in Harrisburg, York, and Wilkes-Barre. Philadelphia textile plants 309% below 
last year. Collections steady in Philadelphia, Wilmington, Trenton, Scranton, York, 
Wilkes-Barre; slower than last year elsewhere. JANUARY—State minimum-hour 
law in effect. Philadelphia retail sales 8% below same period of 1937. 
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REGION 7: NOV., 90.5 ocT., 92.8 NOV. 1936, 98.1 
NovEMBER—Percentage department store sales decreases from previous November: 
Pittsburgh 2, Wheeling 6. DrecemBer—Percentage retail trade changes from pre- 
vious December: Erie —7, Youngstown —30, Pittsburgh —12, Clarksburg —s, 
Parkersburg —10, Huntington o, Charleston +5, Bluefield +6. Wholesale trade 
decreases: Erie 5, Pittsburgh 15, Charleston 5. No orders of any consequence 
received in textile lines. Payrolls and production below last year. Clarksburg 
glass and pottery plants operating 50% of normal. Continued downtrend in steel 
industry. Collections steady in Charleston, Erie; slower than last year elsewhere. 
January—Pittsburgh department store sales only slightly under last year; other 
retail lines about 10° behind. Erie retail sales down 5%. 


REGION 8: NoVv., 87.6 OCT., 101.2 NOV. 1936, 96.4 
NoveMBER—Percentage department store sales changes from previous November: 
Cleveland —3, Akron —14, Toledo +1. DecemBer—Percentage retail trade 
decreases from previous December: Cleveland 15, Akron 18, Canton 25, Lima Io, 
Toledo 15. Wholesale trade decreases: Cleveland 15, Akron 0, Toledo 10 (increases 
in hardware, shoes, and groceries). Payrolls and production below last year. Toledo 
automotive employment off 40%. Cleveland steel production averaging 31% of 
capacity compared with 33% for November and 76% for December, 1936. Col- 
lections slower than last year. JaNnuary—Toledo department store sales slightly 
under corresponding weck of 1937. Further decrease in employment. 





REGION 9: Nov., 98.4 ocT., 108.0 NOV. 1936, 101.8 
NovEMBER—Percentage department store sales increases from previous November: 
Cincinnati 9, Columbus 2. DecemBer—Percentage retail trade changes from pre- 
vious December: Cincinnati —7, Lexington +2, Portsmouth —-15, Dayton —s5, 
Springfield —10, Columbus —3, Zanesville —25. Wholesale trade decreases: Cin- 
cinnati 25, Columbus 15. Burley tobacco crop large; prices good. Payrolls and 
production even with last year in Lexington; down in all other cities except Cincin- 
nati. Laundry strike settled. Collections slower than last year in Springfield and 
Cincinnati; steady elsewhere. January—Cincinnati retail trade 10% above same 
period of 1937. Inventories of heavy goods large. 


REGION 10: NOV., 103.1 OCT., 105.1 NOV. 1936, 104.6 
NovEMBER—Percentage department store sales changes from previous November: 
Louisville —2, Indianapolis +1. DrcEMBER—Percentage retail trade decreases 
from previous December: Louisville 2, Evansville 5, Indianapolis 10, Fort Wayne 8. 
Wholesale trade decreases: Indianapolis 20, Louisville 15 (dry goods down 20%, 
building supplies 30%). Payrolls and production above last year in Fort Wayne; 
below elsewhere. Collections faster in Fort Wayne, steady in Louisville; slower 
elsewhere. January—Rural sales holding up wel: due to large returns from tobacco 
crop. Indianapolis retail lines 10°%4 above corresponding period of 1937; whole- 
sale lines down 15%. 











REGION II: NOv., 89.9 ocr, 87.8" NOV. 1936, 97.6 
NoveMBER—Chicago department store sales 3% below previous November. Decem- 
BER—Percentage retail trade changes from previous December: Chicago —3, South 
Bend —5, Rockford +10, Peoria —10. Chicago wholesale trade unchanged. Pay- 
rolls and production below last year. Peoria employment 10% under a year ago. 
Rockford furniture manufacturing dormant. Several large plants in South Bend on 
3-day week. Collections steady in Chicago, Rockford, and South Bend; slower than 
last year in Peoria. Chicago building permits 42°% below last year. JaANUARY—Chi- 
cago trade spotty: retail sales in stores selling to middle class fairly close to last year’s 
level. Heavy commitments made at shoe trade show. * Revised. 


REGION 12: NOV., 92.0 OCT., 107.1 NOV. 1936, 96.5 
NoveMBER—Detroit department store sales fractionally above last November. 
DrEcEMBER—Percentage retail trade decreases from previous December: Detroit 8, 
Grand Rapids 10, Saginaw 25. Wholesale trade decreases: Detroit 10, Grand Rapids 
15. Sales in Detroit off as much as 40% in stores handling popular-priced goods; 
quality lines moving better than average. Detroit hotel sales down 8%. Payrolls 
and production below last year. Detroit automobile output 400,000 units compared 
with 480,000 last December; power sales off 30%. Collections steady in Grand 
Rapids; slower than last year elsewhere. JANUARY—Despite inclement weather 
Detroit retail trade close to last year. Best showing in women’s wear and Juxury 
lines. Wholesale collections down sharply. 
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eo a ) ee eo ees ee . NOV., 98.1 OCT., 99.3 NOV. 1936, 1041 
| | NovEMBER—Milwaukee department store sales 3% below previous November. 
DecemMBER—Percentage retail trade changes from previous December: Milwaukee 0, 
Madison —10, Green Bay —3. Milwaukee wholesale trade unchanged. Income 
from dairying relatively high; total cash farm income below last year. Payrolls and 
production below last year in Madison; steady to lower in Milwaukee. Paper in- 
dustry slower, but total year’s business good. Milwaukee building permits only 
17% of last December’s total. Collections generally steady; retail and wholesale 
somewhat slower in Madison. January—Milwaukee retail sales slightly under 
same period of last year. Upturn in building permits; dollar total above last January, 























REGION 14: NOV., 98.7 OCT., 99.0 NOV. 1936, 99.0 
NovEMBER—Department store sales unchanged from previous November. Rural 
trade above last year in grain-farming sections, below in dairying regions. DrcEm- 
BER—Percentage retail trade changes from previous December: Duluth —6, Minne- 
apolis —2, St. Paul +4, Fargo 0, Sioux Falls —1o, Billings -++15, Butte —10, Great 
Falls +5. Wholesale trade in Duluth, Minneapolis, and Great Falls down 5%. 
Payrolls and production below last year except in St. Paul where factories continue 
operating on backlogs. Copper and zinc output off. Labor disputes settled. Col- 
lections steady in Minneapolis; slower than last year elsewhere. JaNUARY—St. Paul 
retail and wholesale lines 5% above last year. Minneapolis retail trade even. 











1932 1933 1934 1935 





ca as = ral REGION 15: Nov., 76.4¢ octT., 78.5* Nov. 1936, 88. 
| NoveEMBER—Omaha department store sales 1% above previous November. DeEcem- 
BER—Percentage retail trade changes from previous December: Burlington —20, 
Cedar Rapids —2, Davenport +5, Waterloo +5, Des Moines 0, Sioux City —4, 
Lincoln —12, Omaha —4. Wholesale trade decreases: Sioux City 7, Omaha 4, 
Des Moines 2. Omaha retail orders still on hand-to-mouth basis; inventories gen- 
erally not high. Payrolls and production below last year. Basket manufacturing 
ahead of last December. Orders light in food processing lines. Collections steady 
in Cedar Rapids; slower than last year elsewhere. JaNuARY—Favorable response 
to retail sales in Omaha; volume above last January. + Preliminary. * Revised. 
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< (aca: Gama | panies ore REGION 16: NOV., 90.3 OCT., 97.2 NOV. 1936, 90.4 
16: ST EOUIS NovEMBER—St. Louis department store sales level with last November. DECEMBER 
r | | | * —Percentage retail trade decreases from last December: St. Louis 3, Springfield 
(Ill.) 10, Quincy 10, Springfield (Mo.) 5. St. Louis wholesale trade below last 
year; declines greatest in textile lines. Winter wheat crop good. Payrolls and 
production below last year. Construction lines down sharply from level of a year 
ago. Collections affected by falling sales and heavy inventories; steady in Springfield 
(Ill.) and Springfield (Mo.), slower than last year elsewhere. JaNnuary—St. Louis 
retail trade slightly below corresponding period of 1937. Inventory situation favor- 
able in shoe and food products lines. 
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REGION 17: NOV., 92.5 OCT., 92.7 NOV. 1936, 94.9 
HramBtnne SA8Y NoveMBER—Percentage department store sales changes from previous November: 
Kansas City —10, Oklahoma City +8. DecemBer—Percentage retail trade changes 
from previous December: Kansas City —2, St. Joseph —5, Topeka —2, Wichita 0, 
Oklahoma City —10, Tulsa +7. Wholesale trade decreases: Kansas City 7, Okla- 
homa City 10. Moisture needed for Winter wheat. Payrolls and production 
steady in Oklahoma City and Tulsa; below last year elsewhere. Heavy dealer inven- 
tories in St. Joseph textile lines holding down sales. Collections steady in Topeka, 
Wichita, Oklahoma City; slower than year ago in other cities. JaNuary—Kansas 
City retail sales below corresponding 1937 period, stocks at low level. 





1932 —«*1933 


REGION 18: NOV., 105.2 ocT., 102.8 NOV. 1936, 110.1 
| 18 MARYLAND AND VIRGINIA! NovemMBeR—Percentage department store sales changes from previous November: 
Baltimore -+-1, Washington —1, Richmond +9. DecemBer—Percentage retail 
trade changes from previous December: Baltimore +3, Washington —3, Norfolk 
+4, Richmond —2, Lynchburg —5. Wholesale trade changes: Baltimore —3, 
Richmond —8, Norfolk 0 (groceries up 109%, dry goods down 12%). Payrolls and 
production steady in Norfolk; down elsewhere. Tobacco lines still slightly ahead 
of last year. Heavy losses in Lynchburg shoe industry. Sporadic minor strikes 
y/ continue to affect Norfolk shipping. Collections above last year in Washington; 

| . [" steady elsewhere. JANUARY—Baltimore retail trade spotty; department store sales 
i 7 = continue slightly above corresponding period of last year. Wholesale trade down. 
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REGION 19: NOV., 95-9 OCT., 100.4 NOV. 1936, 105.1 
NoveMBeR—Percentage department store sales decreases from previous November: 
North Carolina 7, South Carolina 5. DecemBER—Percentage retail trade changes 
from previous December: Asheville —10, Winston-Salem +1, Charlotte —s, Raleigh 
—s5, Wilmington —5, Charleston +5, Columbia —2, Greenville +-12. Wholesale 
trade decreases: Wilmington 8, Charleston 10, Winston-Salem 5. Substantial gains 
in farm income indicated for many areas. Payrolls and production steady in 
Wilmington; below last year elsewhere. Textiles, basic industry, continue to lag. 
Collections slower than last year in Asheville and Columbia; steady elsewhere. 
January—Charleston retail volume maintaining slight margin above last year; best 
gains in automobiles, radios, and electrical appliances. 













































































REGION 20: Nov., 101.6 OCT., 101.5 NOV. 1936, 109.7 
NovEMBER—Percentage retail trade changes from previous November: Atlanta +3, 
Birmingham —1, Montgomery —12, Chattanooga +-1, Nashville —2. DEcEMBER 
—Percentage retail trade changes from previous December: Atlanta —10, Augusta 
—s5, Columbus —5, Macon +2, Birmingham —10, Montgomery —14, Mobile o, 
Chattanooga +1, Knoxville —1o. Wholesale trade decreases: Atlanta 10, Bir- 
mingham 15. Payrolls and production below last year. Textile, brick, tile, and 
paper industries declining. Collections slower than last year in Macon, Birming- 
ham, Atlanta, Chattanooga, and Montgomery; steady elsewhere. January—Slight 
upturn in demand indicates maintenance of steel schedules. 


REGION 21: NOV., I12.1 oct., 118.8 Nov. 1936, 116.3 
NovEMBER—Percentage retail trade decreases from previous November: Jackson- 
ville 5, Miami 4, Tampa 5. Decemper—Percentage retail trade changes from 
previous December: Jacksonville —5, Miami +2, Tampa +2. Jacksonville auto- 
mobile trade still very slow. Men’s clothing lines in Tampa below last year. Whole- 
sale trade decreases: Jacksonville 3, Tampa 15. Bank clearings 7% above last 
December in Jacksonville, down 9% in Tampa. Citrus and truck prices good. 
Payrolls and production at last December’s level; cigar industry off in the month, 
but substantial increase for the year. Collections steady. January—Jacksonville 
retail trade aided by clearance sales. Collections off slightly. 


REGION Nov., 86.9 OCT., 94.3 NOV. 1936, 100.4 
NoveMBER—Percentage department store sales changes from previous November: 
Memphis —3, Fort Smith +3, Little Rock —4. DrcemBer—Percentage retail trade 
increases over previous December: Memphis 3, Fort Smith 0, Little Rock 3. Memphis 
Payrolls and production below last year. Furniture 
industry slow due to labor troubles and seasonal factors. Memphis building per- 
mits 73°% below last December; bank clearings down 16%. Collections steady in 
Fort Smith; slower than last year elsewhere. JaNuaRY—Memphis retail sales well 
received; white goods purchases above year ago in some stores. Outlook for cotton 
farmer slightly better; prices holding, aided by Government loan peg. 


22° 


wholesale trade down 30%. 


Nov. 1936, 98.7 
DEcEMBER— 


REGION 23: NOV., 95.5 OCT., 95-4 
NovemMBer—New Orleans retail trade 9% above last November. 
Percentage retail trade changes from previous December: New Orleans +8, Jack- 
son —10, Meridian —5. New Orleans wholesale trade down 9%. Crop yield 
above last year; prices fair. Production at last year’s level in New Orleans, where 
pronounced activity in oil industry has offset declines in other lines. Payrolls and 
production lower in other cities. Lumber industry continues practically dormant. 
Collections slower than year ago. JaNuary—New Orleans retail trade slightly 
above corresponding period of 1936. Wholesale dry goods and notions some- 
what below. 





REGION 24: NOV., I10.0 ocT., 106.9* Nov. 1936, 108.5* 
NovempeR—Percentagé department store sales increases over previous November: 
Dallas 10, Fort Worth 8, Houston 20, San Antonio 12. DecemBer—Percentage 
retail trade increases over previous December: Dallas 10, Fort Worth 5, El Paso 6, 
Houston 15, Galveston 8, Beaumont 5, Austin 10, San Antonio 9, Shreveport 6. 
Wholesale trade changes: Dallas +5, Houston +8, San Antonio —10, Shreveport 
—9g, Fort Worth —6. Total 1937 farm income above 1936. Good moisture con- 
ditions for Winter crops. Payrolls and production above last year in Houston; down 
in Dallas, Shreveport, El Paso; generally steady elsewhere. Collections steady to 
prompter than last year. JANUARY—Dallas post-Christmas trade spotty; decreases 
as much as 16% in some stores; best showing in apparel and specialty lines. * Revised. 
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i REGION ..cccccccccccsces U.S: 

j SEP om cies see sees ae 96.2 

| ee OE nen er eee 96.3 

September ........ eee 93.8 
OEE ood titans eeenwe cee 90.6 
November ......cscccccces 92.3 
REGION  ..ccccccccccces =* 15 

| July .  cccscccccccsesecece 88.2 

| DR ccc cah cecnsiens ween ; 85.1 

| September .......+0+ ccccce 88.4 
SRRDUET 6. wi cd eeccndseee nse 78.5* 
PIOWEMIDES s0.0530 000cccvenes 76.4t 


* Revised. + Preliminary. 
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REGION 25: NOV., 107.7 OCT., I10.I NOV. 1936, 114.2 


NoveMBER—Denver department store sales 1% above previous November. Decex. 
BER—Percentage retail trade decreases from previous December: Denver 2, Albu- 
querque 5. Denver wholesale trade down 6%. Colorado farm income for 1937 
13% above 1936. Production steady in Denver; payrolls lower than last year, 
Declines in Albuquerque production and employment; railroads on curtailed hours; 
slackening in building. For the year Albuquerque bank clearings and postal receipts 
above 1936; large building down but residential well ahead. Collections steady in 
Denver; slower than last year in Albuquerque. JANUARY—Denver department store 
sales slightly below same period of 1937. Inventory situation normal. 


REGION 26: NOV., 97.3 ocr., 99.8 NOV. 1936, 95.1 
NoveMBER—Salt Lake City department store sales 4°% above last November, 
DeceMBER—Salt Lake City retail trade 1% above previous December; furniture 
sales off 159%; wearing apparel sales still retarded by mild weather. Wholesale 
trade even with last December; confectionary sales aided by last-minute spurt in 
holiday buying. Bank clearings 5°% above last December. Range conditions poorer 
than 1936. Metal and coal mining below year ago; corresponding decline in employ- 
ment and payrolls. Collections slower than last December. JaNUARY—Retail sales 
close to 10°% below corresponding period of 1937. Collections slower, both on open 
and installment accounts. 


REGION 27: NOV., 90.3 oct., 91.6 Nov. 1936, 96.0 
NoveMBER—Percentage department store sales changes from previous November: 
Seattle +1, Tacoma +3, Spokane —2, Portland —2. DrcemBer—Percentage 
retail trade changes from previous December: Seattle 0, Tacoma 0, Spokane —2, 
Portland —3. Wholesale trade decreases: Seattle 7, Portland 5. Retail stocks in 
Seattle generally low; little new merchandise offered during Christmas. Payroll 
and production below last year. Continued curtailment in jumber mills. Fishing 
prices low. Collections steady in Tacoma; slower than year ago elsewhere. JANUARY 
—Seattle harbor tied up by labor dispute. Retail trade 4% below corresponding 
period of 1937 in Seattle, down 8% in Portland. 


REGION 28: NOV., 100.6 OcT., 93.8 Nov. 1936, 101.4 
NoveMBER—San Francisco department store sales 5°% above previous November. 
DEcEMBER—Percentage retail trade decreases from previous December: San Fran- 
cisco 5, Oakland 10, Sacramento 0, Fresno 10. San Francisco wholesale trade down 
10%. Large yields of oranges and avocados; prices below last year. Seasonal stand- 
still in cannery lines. Aviation and petroleum industries above year ago. No labor 
trouble of consequence. Considerable damage caused by heavy flood-waters, par- 
ticularly in mountain regions. Collections steady in Fresno; below last year else- 
where. JANUARY—San Francisco retail trade continues sluggish; totals below same 
period of 1937. Shipbuilding plants anticipating upturn. 


REGION 29: NOV., 99.4 ocT., 95.6 NOV. 1936, 1014 
NovEMBER—Los Angeles department store sales 794 above last November. Decen- 
BER—Percentage retail trade changes from previous December: Los Angeles —4, 
San Diego +7, Phoenix 0. Los Angeles wholesale trade down 10%. Crop yields 
large; prices somewhat lower. Payrolls and production below last year in Los 
Angeles and Phoenix; steady to better in San Diego. Activity maintained in aviation 
and petroleum industries. Arizona mining activity off sharply, with further reduc- 
tions expected in some silver mines, due to cut in silver price. Collections stead\ 
in San Diego; slower than last year elsewhere. JANUARY—Declines below same 
period of 1937 reported by majority of stores; 15°4 maximum recession. 


1928-1932 = 100 CoRRECTED FOR SEASONAL VARIATION 
6 7 8 9 10 II 12 13 14 
91.0 97-3 104.4 107.8 116.9 97-4 115.5 99.4 101.4 
93-3 104.2 105.8 111.1 113.0 96.0 108.9 99.6 98.9 
88.3 99.7 104.0 110.1 109.3 g1.9 110.3 100.0 100.3 
83.3 92.8 101.2 108.0 105.1 87.8* 107.1 99-3 99.0 
86.5 90.5 87.6 98.4 103.1 89.9 92.0 98.1 98.7 
21 22 23 24 25 26 23 28 29 
108.6 92.6 95-9 117.5* 112.7 100.5 97.9 100.0 100.9 
120.4 96.9 106.1 119.6* 111.4 106.4 99.6 101.9 100.8 
114.7 98.3 104.4 115.0* 108.3 100.4 96.1 95-1 94.1 
118.8 94-3 95-4 106.9* 110.1 99.8 91.6 93.8 95.6 
112.1 86.9 95.5 110.0 107.7 97-3 90.3 100.6 99.4 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in *‘Dun’s SratisticaL Review" 


Building Permit Values—215 Cities 


Dun & Bradstreet 
Weekly Food Price Index 








Geographical December December Change November Change 

Groups: 1937 1936 P. Ct. 1937 P: Ce: The index represents the sum total of the 
New England $5,969,960 $7,253,198 — 17.7 $4,517,065 + 32.1 wholesale price per pound of 31 commodi- 

Middle Atlantic...... 80,726,490 22,939,712 +251.9 26,928,159 +199.8 ties in general use: 
South Atlantic....... 5,034,68 7:727;746 — 34.9 6,752,857. — 25-4 z : 
East Central... .):. ys 17,016,511 — 55.0 12,924,098 — 40.8 Weeks: 1938 1937 1936 1935 
South Central. ...... 6,579,685 10,299,696 — 36.1 534145777, 21.5 Jan. 25.. $2.47 $2.94 $2.67 $2.67 
West Central........ 2,905,569 3,216,717 — 9.7 2,767,369 + 5.0 Bn. 18... 258  2ag, 2.66 2.67 
Mountin. os... esc 1,244,781 1,243,705 -+ OJ 1,212,641 + 2.6 Jah. Ihe... 253 aoe 26 2.61 
atiilek: sve Mesias 8,597,131 13,859,77 — 38.0 9,050,583 — 5.0 Jats 40s 25h -20g 2796 265 
Se” — 1937 1936 1935 1934 
| Total U.S..........$118,716,151 $83,557,063 + 42.1 $69,567,549 + 70.7 Dec. 28.... $2.56 $2.94 $2.79 $2.52 
| New York City...... $74,818,104 $16,363,201 +357.2 $19,388,948  +285.9 Déc: 24... 26% Bad. 277.247 
Outside N. Y. C. . $43,898,047 $67,193,862 — 34.7 $50,178,601 — 12.5 Dee. 14.... 269 26) 297 246 

HicH Low 


$2.47 Jan. 25 
$2.56 Dec. 28 


$2.52 May 19 
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| Bank Clearings—22 U. S. Cities i pte Dec. 29 


(Millions of dollars) 


























r Monthly .) 7—Daily Average————" 1 
| 1937 1936 1935 1937 1936 = 1935 
| WAGUIE 56 ohs.07os:2 27,226 25,262 23,519 1,089.0 971.6 904.6 H Dun & Bradstreet 
| ee Snaaitenaie 23,718 — 19,108 1,078.1 959.3 868.5 Daily Weighted Price Index 
SMM 15 ste iGie ee 29,412 26,610 24,354 1,089. 1,023. 936.7 i . wos 
Py) FADED rxcte ecco cc'ers 26,086 24,711 22,809 be cata 877.3 H 30 Basic Commodities 
| ja ee ra 23,951 22,473 22,908 958.0 898.9 881.1 (1930-1932 = 100) 
oe 25,903 26,148 22,392 996.3 1,005.7 895.7 1938 -— 1937 ‘ 
ec irars eecarse 26,015 24,766 24,100 1,000.6 952.5 926.9 i Jan. Dec. Nov. Oct. 
Ania bao 5 22,260 21,269 22,313 856.2 818.0 826.4 H ‘ * 117.10 122.17 134.79 
| September ..... 24,076 23,927 20,986 963.0 957.1 874.4 ' as rt eo4 117.01 tli 134.76 
October oie oss 24,668 25,852 24,076 986.7 994.3 926.0 | hd 114.69 117.35 121.03 Pha 
November 21,796 24,554 22,241 947.6 1,116.1 967.0 7 = BR 7 17.39 121.12 133.08 
| December . 25,805 31,153 24,089 992.5 1,198.2 963.6 5. 116.32 +.. “2 120.47 131.21 
| te 116. 117. 119.43 130.3 
| Total 300,916 298,790 272,895 996.7 987.1 904.0 ; : re nl 5 + a a 
| 8.. 117.03 117.25 118.96 128.30 
Bank Clearings for Individual Cities (000 omitted) 9.... $.... 117.31 119.85 128.33 
! 10.. 117.06 117.04 120.11 T.. 
December December Change November tk:... Ipos wees © .... yazGo 
1937 1936 P. Ct. 1937 12... TG? Fa... aes -* =. 
Boston ... $987,796 $1,202,921 — 17.9 $907,444 13.... 116.63 117.06 120.09 127.86 
Philadelphia 1,669,000 1,881,000 — $13 1,485,000 14..... WG2e D700 7... wee 
Buffalo . 150,368 170,066 — 11.6 140,293 1S..:. F630 187.35 19.28 127-56 
Pittsburgh .... 617,512 718,364 — 14.0 520,842 16.... .... Gon es8o95 128-45 
Clevelgnd | ced. .ccaes 451,057 455,473 — 1.0 389,218 17 . 116.39 116.68 119.35 T.. 
Ciena yes sk 262,967 295,280 — 10.9 250,977 ; 18.... 116.04 116.47 118.47 127.48 
Baltimore: oso.) ches 322,957 340,492 —= ey 283,282 ; 19.. 115.96 t.... 117.80 126.63 
RICHMONG y..6.< cae ees 190,797 196,119 — 27 186,334 - 26... 116.32 117.08 117.99 127.08 
WIRE nes Soe egies 258,300 270,500 — 45 231,500 25.... WiGeg FI749 keen SOON 
New Orleans. «2. 6s. 183,221 173,673 + 5.5 165,979 22.... ¥1600 197.45 31708 125-73 
Ciieatees ok oad wes 1,426,555 1,613,216 — 11.6 1,284,679 Bocce Pecer BiGog 316.88 125.53 
1D) | aaa eee ae 470,787 558,764 — 15.7 469,678 24... Iga 11704 11689 + -. 
Ge NG oi. ans dspace somes 403,852 442,177 — 87 373,469 29... <. BAGGGE To. See EEO 
POumisvilie = o..-2.6o0 hee 159,990 167,971 — 4.8 138,011 ' 26..;.. 319.44 Te... igs abo 
Minneapolis .......... 303,808 320,800 — 5.3 304,432 27... 414.89 216.98 157.07 123-2: 
Meansac Gity. .. . hicisws.s 411,352 448,847 — 84 375,088 : -{; Serer 316.32" fF 2... 123.07 
MONON so ies, op s/h Se 133,608 147,344 — 93 129,229 ! 7) a oe 115.01 116.98 123.76 
aliases 238,806 234,612 + 1.8 227,287! Bei. vaaaine 114.83 116.80 123.32 
San Francisco.......... 732,978 732,741 =O 604,540 Bead af esis 115.02 are 
Portland; Ore... 4.2... 127,632 137,447 = uae 130,163 t Sunday. * Markets closed. 
Bemttiegas seus eion warewe 153,124 161,797 — 5.4 151,198 
esctisliteceme \ Hicu Low 
otal 21 Cittes:..2. 25:22 $9,656,467 $10,669,604 — 95 $8,748,643 1938.. 117.06 Jan. 10 114.69 Jan. 3 
New York City..:..... $16,148,744 $20,482,082 — 21.2 $13,046,925 1937.. 158.26 Apr. 5 114.83 Dec. 30 
Total 22 Cities... $25,805,211 $31,151,686 — 17.2 $21,795,568 | 1936.. 142.65 Dec. 31 115.13 May 27 


























On page 48 there appears a note concerning the discontinuance 
of the two monthly wholesale price indexes and of the grain 
statistics, which have heretofore been found on this page. 
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ODD AND INTERESTING ITEMS FROM THE MONTH’S RECORD 


Housing Needs 
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PoTENTIAL MARKET FoR Non-Farm Dwe xtincs, by Rental Groups— 

1938-1939—National Housing Committee—To make up an accumulated 

shortage of 2,000,000 units and to provide for current needs, approximately 
3,000,000 dwellings should be built in the next two years. 


CCORDING to a report recently published by the 

National Housing Committee, the United States 
ended the year 1937 with a residential dwelling shortage of 
some 2,000,000 units. To fulfill the housing standards of 
1930—sufhicient dwellings to insure a 4 per cent vacancy— 
the Committee finds that approximately 485,000 new units 
should be built annually. From 1930 to 1937 the yearly 
average was only 175,875. 

A study of rent-paying ability reveals more exactly the 
nature of this shortage. By determining changes in the 
number of families in each rental group and applying to 
this the number of units in each price range (those avail- 
able in 1930 plus those added in the years 1930 to 1937) the 
Committee arrives at estimates of the net housing shortage 
in each rental group. It finds that the entire accumulated 
shortage is in dwellings that would rent for $30 a month or 
less. The assumption is made that surplus houses within 
a region are accessible to the next lower group. 


Trade Unions 


THE NUMERICAL STRENGTH of British and American trade 
unions, and the extent of organization among industrial 
groups are the subjects of study in the latest bulletin of the 
National Bureau of Economic Research, written by Leo 
Wolman. Membership statistics for Great Britain are based 
on reports in the Ministry of Labor Gazette; for the United 
States they are computed from the per capita tax figures of 
the American Federation of Labor. 

From 1896 to 1935 trends in membership were markedly 
similar in both countries. The steady growth in unionism 
from the middle go’s reached its culmination in the war 
years under the auspices of economic prosperity and friendly 


governments. In 1920 unions were practically double their 
pre-war size. The first serious setback in membership 
occurred during the depression of 1921, and it was not 
until 1934 that the upward trend was resumed. 

Relative to the number gainfully employed, union mem- 
bership in Great Britain has been about triple that in the 
United States. Mr. Wolman estimates that the percentage 
of occupied population belonging to unions was approxi- 
mately 30 in Great Britain in 1931, and 10.6 in the United 
States in 1930. The wide dispersion of industry, the mo- 
bility of labor, the heterogeneity of the population have 
seriously hampered organization in the United States, Mr. 
Wolman finds. 

Less reliance can be placed on American union statistics 
for the last two years, Mr. Wolman points out, because of 
the struggle for power between opposing labor factions 
and the tendency for each to exaggerate its strength to gain 
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TrapeE Union MEMBERSHIP—1897-1935—National Bureau of Economic 
Research—U p to 1935 trends in union organization were closely similar in 
both countries; recent reports indicate a spurt in American unionism which 
has carried its totals well above the English for the first time in history. 


prestige. Claimed membership in 1937 was 7,179,526, al- 
most double the number in 1935, and substantially above 
the British total for the same year. 


Hosiery on Hand 


Twice each year the National Association of Hosiery 
Manufacturers receives reports from 98 per cent of the 
industry covering stocks in the hands of producers. For 
the intervening periods figures are computed from changes 
in production and shipments, adjustments being made later 
according to the results of the semi-annual survey. 

At the end of November the Association estimates that 
manufacturers had on hand 21,258,573 dozen pairs of 
hosiery—compared with the same month of 1936, an in- 
crease of 13 per cent in total stocks. Stocks at the end of 
August were 12 per cent above the previous August, but 
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MANUFACTURERS’ Stocks oF HosieRy—January 1934-November 1937— 

National Association of Hosiery Manufacturers—The level of stocks in 

recent months has been higher in relation to a year ago than the level of 

shipments, indicating that production has not yet been fully adjusted to 
declining demand. 


cumulative data for the first eight months of the year indi- 
cated that shipments were averaging 11 per cent over the 
same period last year. In recent months, however, increases 
in stocks have not paralleled changes in demand. Year- 
to-year comparisons of shipments now reveal a drop below 
the same month in 1936, reducing the cumulative increase 
for the eleven months to 5 per cent. 


Bathtubs and Showers 


A stupy of purchases of urban families recently com- 
pleted by the U. S. Department of Commerce reveals that 
16 per cent of the 228,692 families included in the survey 
possessed neither bathtubs nor showers. For mechanical 
refrigerators and automobiles (discussed in the two pre- 
ceding issues) the proportion of families reporting non- 
ownership was respectively 80.6 per cent and 45.7 per cent. 

That possession of these plumbing conveniences was to 
some extent determined by income is evident from the 
variation in the percentage of each class reporting owner- 
ship. Yet compared with the class differences in auto- 
mobile and refrigerator ownership these variations were 
slight. While only 3.8 per cent of the lowest income class 
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owned mechanical refrigerators and 29.7 per cent auto- 
mobiles, 62.7 per cent of this same group had at least one 
bathtub or shower. In the highest income class the per 
cent of families reporting ownership was 81.4 for refriger- 
ators, 94.6 for automobiles, and 99.4 for bathtubs. 

It is interesting to note that the proportion of families 
having two or more bathtubs was about the same in each 
class as the proportion with two or more automobiles—one 
bathtub may be more of a necessity than one automobile 
but in quantity they appear to have equal value. 


Loans and Investments 


FRoM 1929 to 1936 investments absorbed an increasingly 
greater portion of the outstanding credit of member banks. 
Only one-third as large as loans in 1929, by 1936 they had 
doubled and were approximately $6,000,000,000 above loans. 
A steady rise in holdings of U. S. Government obligations 
accounted for almost all of this increase: total investments 
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rose approximately $9,200,000,000, holdings of U. S. secu- 
rities alone $9,100,000,000. 

During the same period total loans declined from 
$25,700,000,000 to $12,700,000,000. Funds made available 
through the Government took the place, to a certain extent, 
of direct borrowing from the banks and enabled at the 
same time a reduction of old debt accounts. Loans made 
for commercial purposes (¢.e., all loans except those secured 
by stocks or bonds or by real estate) fell off sharply from 
1929 to the middle of 1933 and remained at less than half 
their pre-depression level until March, 1936. From then 
until the latest available call date their growth was constant. 

Weekly figures derived from member banks in ror lead- 
ing cities indicate, however, that this upward trend in 
commercial borrowing has been reversed in recent months; 
at the same time holdings of Government securities, which 
had declined for more than a year, are again being increased. 
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INDUSTRIAL AND COMMERCIAL FAILURES 


NUMBER OF FAILURES 


1937 1930 1935 1937 

jan... 6r5,.2,077> 1,446 8,661 
Feb. 721 856 956 9,771 
Mar.... 820 946 940 10,922 
Apr. 786 830 1,083 8,906 
May 834 832 1,004 8,364 
June 670 773 944 8,191 
July ... 618 639 go2 7,766 
Aug.... 707 655 884 11,916 
Sept. 564 586 787 8,393 
Oct. 768 611 1,056 93335 
Nov. 786 =—688 898 10,078 
| Dec. 932 692 gio 13,291 











Total . .9,017 9,185 11,510 


* In thousands of dollars. 


LIABILITIES * 


1936 = 1935 
18,104 14,603 
14,089 15,217 
16,271 15,361 
14,157 16,529 


15,375 14,339 
9,177. 12,918 
9,904 16,523 
8,271 13,266 
9,819 17,002 
8,266 17,185 

11,532 14,384 

12,288 15,686 


115,594 147,253 183,013 


+ Apparent annual failures per 10,000 enterprises. 
PF 





Dun’s INsoLveNcy INDEX tT 


UNADJUSTED 
1937 1936 1935 
46.0 63.0 66.7 
48.4 56.6 66.0 
44-9 53-3 55.0 
46.4 50.4 63.5 
45-4 46.4 58.8 
39.3 44.6 57.5 
36.0 38.3 52.8 
38.1 36.2 49.8 
34.0 33.4 50.0 
42.6 36.2 61.8 
49.2 44.3 59-4 
53-7 42.6 55.3 








43-7 45-4 58.1 








77-B PETITIONS § 
TOTAL INDUSTRIAL AND 
Apyustep ¢ CasEs Com’'L Cases 
1937 1930 1935 1937 1936 1935 1937 1936 1935 
37-4 51.2 53.8 38 70 89 BE 659: «75 
42.1 48.8 55.9 45 82 oF 35 «68 65 
44-9 53-3 55.0 73 52 i95 44 43 68 
45-5 49.4 62.3 52 50 125 34 38 98 
45.4 46.4 58.8 61 49 121 3 44 100 
41.4 46.9 60.5 52 ~ 02 2 35 46 60 
40.0 42.6 58.7 59 36 2 36 32 38 
44.8 42.6 57.9 52 36 83 31 24 66 
40.5 39.8 59.5 2 33 56 21 24 42 
46.3 39.3 67.2 64 48 86 AS. 33 (63 
47.8 43.4 58.2 66 38 52 57. 30° 39 
53-7 42.6 54.8 89 35 84 77 24 «65 
44.2 45.5 58.6 683 591 1,032 492 465 819 

: For seasonal variation. § For corporate reorganization. 




























ANALYZING THE 1937 RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


YEAR OF FEWEST FAILURES SINCE 


HE year 1937 ended with a sharp 

upturn in the number of industrial 
and commercial failures. During the 
Spring and Summer months failures 
were below those of the corresponding 
months of 1936, but in August num- 
bers began to creep above those of 1936 
(September being an exception) until 
in December there were 240 more fail- 


ures than in December, 1936. In spite 
of the end-of-the-year increase the total 
for the year was below that of last year. 
The record was 9,017 compared with 


g,185, or a 2 per cent decrease. 


The year 1937 therefore takes its 
place as a year of extremely few fail- 
ures. It just escaped establishing a new 
all-time low, for in only one other 
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period in the entire failure record has 
the annual failure rate been lower, 
namely, in 1919. In the present period 
the upturn has been delayed at least 
a year, when compared with the usual 
pattern. Operating caution following 
the long trial by fire, a tolerant atti- 
tude on the part of creditors, Gov- 
ernment aid through the easy credit 
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situation, but particularly the pro- 
longed effect of rising prices, have no 
doubt been contributing factors in 
keeping the level of failures so low. 

There are several measures for evalu- 
ating the trend of failures. The above 
comments are based on the actual num- 
ber reported. A more accurate method 
of making comparisons is afforded by 
the insolvency index which corrects re- 
ported data for the number of working 
days and relates them to the number 
of firms in business. The accompany- 
ing diagram presents the index for a 
period of twelve years, covering part 
of the relatively “normal” period of 
failures extending from 1923 to 1929 
when failures averaged around 1 per 
cent, or 100 in every 10,000 firms in 
business, the rapid rise to the 1932 
peak and the five-year decline to pres- 


A further refinement of the record 
removes purely seasonal influences and 
leaves an index (the dotted line) which 
reflects the other general influences on 
the month-to-month course of failures. 
It is apparent that the low point was 
actually reached in January of the 
current year when the index stood at 
37.4, although on an unadjusted basis 
September, 1936, will stand as the turn- 


Liabilities for the current year to- 
talled $115,594,000 compared with 
$147,253,000 in 1936, so that, although 
failures were only slightly lower in 
number, possible money losses dropped 
considerably. This situation reflected 
the decrease in the number of very 
large failures, discussed in more detail 


This analysis must be supplemented 
by the record of petitions for corporate 
reorganization under Section 77-B of 
the Bankruptcy Act. Since June, 1934, 
this amendment has provided a means 
of avoiding direct bankruptcy for some 
2,246 industrial and commercial com- 
panies. The monthly 77-B figures 
published herein have been slightly re- 
vised. A few additional companies not 
previously reported have been added, 
and the previous sums of weekly fig- 


ures have been recalculated for the 
failure month, which ends four days 
before the calendar month. The ef- 
fort has been made to make the 77-B 
record complete. In addition to com- 
mercial and industrial cases, it includes 
real estate and holding companies and 
miscellaneous enterprises such as the- 
aters, clubs, schools, intrastate railroads 
and electric railway systems. 


77-B AppticaTions BY Main Divisions 
oF InpUstRY—DECEMBER 1937 AND 1936 





Dec. Nov. Dec. 

1937 1937 1930 

Manufacturing ....... 48 35 15 
Wholesale Trade... ... 3 8 4 
Retail Prade.. ..«..:6«. 18 9 I 
Constructio®#: ........ rie re 
Commercial Service 8 5 4 
Duo o) ear 12 9 II 
Total United States 89 66 35 

(*) Not included in tabulation of commercial failures, 


such as real estate and investment companies. 


Discussion is confined to cases 
which parallel the failure record of 
industrial and commercial cases. These 
petitions were heaviest in the early 
part of 1935, about six months after 
the passage of the amendment. From 
that point the monthly movement, al- 
though erratic, tended downward for 
the remainder of the year and through- 
out 1936. The level of 1937 was con- 
sequently above that of 1936, but in 
September reached the lowest point in 
the entire series, with only 32 petitions 
filed. The end-of-the-year increase so 
marked in the failure record was also 
evident in the 77-B record, and after 
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the low September point figures rose 
each succeeding month until in Decem- 
ber, with 77 cases reported, the level of 
January, 1935, was reached. 


By Divisions of Industry 


In 1937, there was as a whole an 
increase in manufacturing, wholesale 
trade, and construction failures, and a 
decrease in retail trade and commercial 
service failures, with reduced liabilities 
in all groups. Failures among manu- 
facturers were on a gradual increase 
during the year, and in the last half 
were well above the 1936 level. Retail 
failures, on the other hand, showed a 
gradual downward trend (not taking 
into account an unseasonable Spring 
bulge) to a low point for the year in 
September, and then a rise during the 
last three months. The smaller groups 
were erratic during the year, but 
showed the same upward movement 
at the end. 

In manufacturing, the various sub- 
divisions moved upward or remained 
unchanged from 1936. Wholesale 
trade subdivisions showed mixed 
trends, with 1937 the low point for 
foods and hardware, and 1936 the low 
point for textiles, drugs, and automo- 
biles. However, 1937 was definitely 
the low point for retail failures, with 
every group but household furnishings 
and restaurants experiencing fewer 
failures. Construction failures were 17 
per cent above 1936. 


7-B CasEs, 1934-1937 
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TotraL UNITED STATES.......... 


PS ho. Bo Sale oie 


Paper, Printing and Publishing. 
Chemicals and Drugs......... 
ECC aa te NA eel cent A Sa 
Leather and Leather Products. . 
Stone, Clay, Glass and Products. 
WOM ANG SCO 5 65650. oc0's-00 0 
Machinery 
Transportation Equipment..... 
PM NORBERS «ois. cwigeele $2.50 ates 


WHOLESALE TRADE (total)...... 


Farm Products, Foods, Groceries 
Clothing and Furnishings... .. 
Dry Goods and Textiles....... 
Lumber, Bldg. Materials, H’ware 
Chemicals and Drugs......... 
RUSE S Soo arecee se sauaie Reese eioreise 
Automotive Products......... 
Supply Houses). <....< 36:65:00.5. 
POTS 5 og ssp, seal aicheee 


Retait TRADE (total).......... 


BGS bc sre aeaic apogee 
Farm Supplies, General Stores. . 
General Merchandise......... 
Apparel 
Furniture, Househ’d Furnishings 
Lumber, Bldg. Materials, H’ware 
Automotive Products.......... 
SUMMIT INNES 5 esta aos Lote ayoaiew 
MORE oie ciate ote sara ae eis 
POR ios sehcrcnsie Savalas oiarets 


ConstTrRucTION (total).......... 


General Contractors.......... 


Building Sub-contractors...... 
Other Contractors ......<6< 065 


CoMMERCIAL SERVICE (total).... 


Cleaners and Dyers, Tailors... . 
Haulage, Buses, Taxis, etc...... 
Hotels . 
Laundries . 
Ore ery 2 nr 
PONT a6 sscoiaiansnig oaeie Slave 


with liabilities between $5,000 and 
$25,000. The last six months also saw 
A downward a striking increase in the number and 
proportion of failures of substantial 
enterprises with debts between $25,000 
and $100,000, although for the year as 
Fartures By Divisions or InpustRY— 
YEARLY Torats AND DECEMBER, 1937 AND 1936 
(Liabilities in thousands of dollars) 

7————_Nu mber —~\ Liabilities ~ 
Total Total Dec. Dec. Total Total Dec. Dec. 
1937 1936 1937 1936 1937 1936 1937 1936 
9,017 9,185 932 692 115,594 147,253 13,291 12,288 
1,736 1,646 200 141 39,035 41,406 5,117 3,121 
436 431 42 36 8,758 = 9,713 «1,077 774 
37 331 57 27 8,327 = 7,095 872 477 
134 137 37 a5 2,773 3,949 462 329 
145 140 Ir II 2,119 3,888 216 144 
64 61 5 5 925 1,411 57 27 
30 32 I 4 3)579 2325 8 57 
65 68 5 10 1,536 2;5or 159 696 
52 44 7 3 982 1,814 137 145 
89 73 10 6 3,103 1,973 1,336 48 
86 77 6 9 1,992 2,275 325 234 
43 39 5 2 1,330 1,247 100 69 
216 24 $4 22 3,611 35595 368 121 
942 916 104 78 16,401 18,725 1,991 3,953 
363 398 «3128 5,858 7,962 734 3,014 
56 54 5 4 581 622 118 39 
34 15 6 3 534 423 79 167 
65 81 5 4 1,170 2,382 107 96 
53 37 3 3 1,094 510 37 42 
33 35 3 I 1,571 1,149 150 I 
78 56 13 9 1,442 975 250 248 
47 49 8 8 691 907 173 149 
213. «19r «930 18 — 3,460 3,795 343 197 
5331 5,658 527 398 41,802 53,215 4,622 3,135 
1,769 1,798 150 124 110,087 11,334 763 816 
264 280 24 15 2,417 2,215 303 94 
244 259 28). 21 1,935 3,492 216 217 
930 1,028 103 2 6,313 7,559 827 552 
257 2397 «30, ws 3,019 3,181 442 go 
302 344 22 2 2,890 3,874 263 209 
412 Any. 34 “27 5,148 6,041 800 248 
481 459 60 36 4,524 5,827 407 423 
32r 436° «34 2,582 3,605 256 251 
351 406 32 30 2,887 6,087 345 235 
580 496 53 43 11,232 25,648 852 1,601 
76 87 2 6 1,456 3,578 15 246 
184 145 (22 12 5,002 15,135 546 929 
304 250 20 24 4,032 6,236 291 290 
16 i 5 I 742 699 136 
428 6469 «8948 «32 © @©=©67,124 ~— 8,259 709 478 
94 108 15 7 713 966 97 69 
119 i225: 32 40 3,186 2,593 324 256 
31 48 3 I 993 2,450 96 15 
26 29 5 2 441 280 95 10 
39 45 2 5 285 415 19 65 
119 ITA. <3E 7 1,506 1,555 78 63 

















Classification by size showed an 
annual decrease in the proportion of 
very small failures. 
trend was very defined in the last half 
of the year, with an accompanying in- 
crease in the proportion of failures 
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a whole numbers and proportion were 
down, as the following table shows. 





Per Cent 

Liabilities 1937 1936 Change 
Under $5,000...... 3,861 3,984 — 3 
$5,000-$25,000 . 45237 45145 +2 
$25,000-$100,000 .. 803 878 —9 
$100,000 and over. 116 178 —25 
CE OEAE Massie 2 isin tects 9,017 9,185 —2 


The very large failures were less than 
last year by 62. Tabulation by indus- 
try shows only a slight change in the 
number of large manufacturing fail- 
ures. 


(Liabilities in thousands of dollars) 
——1937—\_ 1936 





Industry Group No. Liabilities No. Liabilities 
Manufacturing .... 65 15,094 68 17,985 
Wholesale Trade... 11 2,568 21 5,615 
Retail Trade. ........ 14 2,080 27 9,023 
Construction ..... 14 3,259 52 18,902 
Commercial Service 12 2,105 10 35138 
MHGtAl ives sit oes 116 25,106 178 54,663 
Per cent of total 

failures: o).< 06.1: « 1.3 2147 9 7 


The trend of 77-B cases by size has 
been toward increased use of this pro- 
cedure by the small company capital- 
ized under $25,000. The proportion 
of these small companies increased 
from 28 per cent in 1936 to 41 per cent 
in 1937. This may indicate wider fa- 
miliarity with the 77-B process among 
officers of smaller concerns, or that larg- 
er companies in need of reorganization 
have for the most part made use of 
the act. 

The New York Federal Reserve Dis- 
trict continued to contribute about one- 
third of all failures; New England 
about one-tenth, and the San Francisco 
District about 12 per cent. The Chi- 
cago District has increased its percent- 
age in the last two years from 11 to 14. 

In terms of increase or decrease in 
the number of failures this year com- 
pared with last year, the following table 
makes clear that the Atlanta District 
suffered the most and that the St. 
Louis District made the best showing. 
In general, those districts experienced 
the least improvement over last year 
when, in addition to increased manu- 
facturing failures there were also more 
retail failures. 

This method of discussion by Fed- 
eral Reserve Districts does injustice to 
some of the States whose improvement 
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was much greater than that of their 
districts as a whole, such as Vermont, 
with 27 per cent fewer failures, and 
Tennessee, with 2 per cent fewer 
failures. 








Federal Reserve Per Cent 
District 1937 1936 Change 
Sty Bowtae &..6 326: 271 372 —2 
Eee 182 218 —I17 
Minneapolis ...... 204 228 —II 
Boston ..... ces 819 906 —10 
Philadelphia ...... 465 499 —7 
San Francisco . 1,057 1,110 —5 
Cleveland ....... 648 667 — 3 
New York........ 2,826 2,872 —2 
Kansas City....... 418 399 +5 
Richmond ....... 489 458 +7 
Chicago. ......... %;2§2 1,162 + 8 
PRPADE ss = 5 05 000s 386 294 +31 
go | eee 9,017 9,185 —2 





Note: In Dun’s Sratisticat Review for February will 
be found tables showing in detail the 1937 and 1936 
classification of failures for the United States and Canada, 
by industry, size, and location, as well as the complete 
record of 77-B cases by industry. 
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1936 1937 


Canadian Failures 


Canadian failures declined from 1,238 
in 1936 to 952 in 1937, or 23 per cent. 
Liabilities declined from $11,314,000 to 
$7,426,000, or 34 per cent. During the 
year there was a rapid drop from 
March to July and during the Summer 
failures averaged only 63 a month, the 
lowest on record. Canada, as well as 
the United States, experienced the 
fourth quarter up-turn. 

The annual decrease was general 
over the Dominion, with the exception 
of the Province of Saskatchewan which 
reported a few additional failures this 
year and New Brunswick with only 
one less. The total of all industry 
groups was well below the 1936 level. 
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THE BUSINESS BOOKSHELF 


BUSINESS . . 


N LATE years great attention has 
been paid to research in economics 
and business. An Index to Business In- 
dices (Business Publications Company, 
3) pays attention to the researcher. 
Every researcher has experienced the 
task of finding an index to fit a par- 
ticular purpose at hand and knows the 
time and labor required to determine 
where a particular series is published, 
what it contains, and where a descrip- 
tion of its source and composition can 
be found. 

An Index to Business Indices will 
make a good part of this labor unneces- 
sary, for it summarizes nearly all of the 
best known domestic indexes of prices, 
security values, and general business 
statistics. Approximately 200 separate 
indexes are catalogued by compiler, 
publication, frequency of computation, 
and period covered. It also furnishes 


BOOK 


a short description of the composition 
of each series and gives references to 
more elaborate and complete descrip- 
tions. It is a thoroughly useful instru- 
ment which will take its place along- 
side the slide rule and the calculator as 
an indispensable piece of technical ap- 
paratus in economic research—W. R. 
Passt, Department of Economics, Am- 
herst College. 


Economics Filter 


In The Tyranny of Words (Har- 
court, Brace & Co., $2.50) Stuart Chase 
declares, “Let me put a question 
to my fellow authors in the fields of 
economics, politics, and sociology: 
How many book reviewers show by 
their reviews that they know what they 
are talking about? One inten? That 
is about my ratio.” 

Furthermore, almost everyone who 


CURRENT READING 


AUTHOR 


. FINANCE . . . ECONOMICS . . . GOVERNMENT 


reads popular periodicals must by now 
be familiar with Mr. Chase’s much- 
publicized new avocation, semantics. 
His latest book neither seeks nor re- 
quires extended examination here. It 
is mentioned briefly on this page be- 
cause semantics might well become a 
useful reading tool, capable of saving 
a busy executive many hours in a year. 

Described variously as a verbal dis- 
cipline, the study of meaning, or the 
science of communication, semantics 
develops out of an insistence upon 
identification of words. If the word is 
automobile, and both speaker and 
listener understand that it is a 1926 
Buick roadster, well and good. They 
have a basis for agreement and can pro- 
ceed. If the word is automobile, a 
generality, one image presents itself to 
one person, a somewhat different one 
to another. Mutual understanding is 


SUMMARY 


THE TYRANNY OF WORDS, by 
Stuart Chase. Harcourt, Brace, 384 


pages, $2.50. 


FINANCIAL DEVELOPMENT OF 
THE UNITED STATES, by W. 
Shultz and M. R. Caine. Prentice-Hall, 
828 pages, $5. 


1938 TAX DIARY AND MANUAL. 


Prentice-Hall, 1,100 pages, $6. 


MANAGERIAL CONTROL, by John G. 
Glover and Coleman L. Maze. Ronald, 
540 pages, $4.50. 


STUDIES IN CURRENT TAX PROB- 
LEMS. Twentieth Century Fund, 303 
pages, $3.50. 


PRICE AND PRODUCTION CON- 
TROL IN BRITISH INDUSTRY, by 
3en W. Lewis. University of Chicago 
Press, 33 pages, 25 cents. 


NATIONAL INCOME AND CAPITAL 
FORMATION, by Simon Kuznets. Na- 
tional Bureau of Economic Research, 
100 pages, $1.50. 


AMERICA’S 60 FAMILIES, by Ferdi- 
nand Lundberg. Vanguard Press, 360 
pages, $2.7 

Pages, )3-75- 


AN INDEX TO BUSINESS INDICES, 
by D. H. Davenport and F. V. Scott. 


Business Publications Co., 187 pages, $3. 


Author of The Tragedy of Waste, Men and 
Machines, Mexico, A New Deal, Rich Land, 
Poor Land, and others. 


After graduate work in economics and law 
the former was admitted to New York Bar 
in 1933; author of Taxation of Inheritance; 
the latter, research assistant. 


Prepared by the publishers. ‘This is the 
thirteenth annual volume. 


The former is co-author of The Develop- 
ment of American Industries; both are as- 
sociate professors in the School of Com- 
merce, Accounts, and Finance, NYU. 


Prepared by a research staff directed by 
Carl Shoup, Columbia University, assisted 
by Roy Blough, University of ‘Cincinnati, 
and Mabel Newcomer, Vassar College. 


A former member of the NRA Advisory 
Council; in 1935 and 1936 studied as a 
Social Science Research Fellow in England; 
now professor of economics, Oberlin College. 


Research staff, NBER; professor of economic 
statistics, University of Pennsylvania; author: 
Secular Movements in Production and Prices 
and others. 


Formerly a journalist with Chicago news- 
papers, the United Press, and the New York 
Herald-Tribune, he is the author of Imperial 
Hearst, a critical biography. 


The former, associate professor of business 


statistics, Harvard Graduate School; the 
latter, research assistant. 
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A writer on economic subjects tells what he has found in 
semantics, a verbal discipline which challenges abstractions 
and ill-defined terms. Reviewed in this issue. 


First book on the subject since 1903, it treats historically bank- 
ing, currency, Federal and State finance, the capital market, the 
financial aspect of business cycles, commercial and agricultural 
credit, and New Deal financing. 


A catalogue of pertinent factual information about major Fed- 
eral and State taxes, together with a calendar which indicates 
the day on which cach report and each return falls due. 





Subtitled “Instruments and Methods in Industry,” this book 
examines in detail cost accounting technique for production 
and marketing and presents the authors’ formula for a balanced 
organizational structure. 


Follows and to some extent amplifies the Fund’s earlier work, 
Facing the Tax Problem; includes sections on personal tax bur- 
dens, tax administration costs, and Federal, State, and local 
expenditures for 1936-1940. 


An examination of the rationalization of British industry, 
reviewing the methods employed, defining the extent of con- 
trol and the rdle of the government, and appraising the possible 
long-run consequences. 


For the period 1919-1934 an analysis of how the national 
product was produced, distributed, and utilized; in the section 
on how the product was utilized distinction is made between 
capital formation and consumers’ outlay. 


After seven years’ reporting in Wall Street and many devoted 
to the reading of Veblen, Marx, Bentham, and Mill, the author 
set out to determine whether the defenders of the value of 
great fortunes have a good case. ‘They do not, he reports. 


A catalogue of commodity, securities, and general indexes, 
describing cach one and telling who publishes it, when, where, 
| how often, and for how long. Reviewed in this issue. 








distorted. If the word is an abstraction 
such as fascism or inflation and is not 
further defined, it becomes almost im- 
possible to identify the object. Com- 
munication is effectively blocked. 

Using this discipline as a filter, Mr. 
Chase proceeds to pour through it 
much of the economics, philosophy, 
and political science he has read in a 
respectful thirty years. The amount 
of filtrate is almost nil. Especially in- 
teresting are the three chapters which 
attack with good humor but determi- 
nation his favorite field. They are 
titled: “Economists to the Right,” 
“Economists to the Left,” and “Swing 
Your Partners with the Economists.” 

For Mr. Chase the new filter makes 
unreadable most political speeches, 
classical economic theory, newspaper 
editorials, and dissertations on money 
and credit. And it saves him a great 
deal of time. To the extent that his 
readers are persuaded that the disci- 
pline is practicable it will do the same 
for them. 


Business History 


Arter eight years of research in a 
little-explored field Miriam Beard pre- 
sents in A History of the Business Man 
(Macmillan, $5) a story of fortunes, 
commerce, and industry. Like the his- 
tories of Charles A. and Mary Beard, 
her father and mother, it is lengthy, 
documented, brilliant, and readable. 

Behind the pageantry of kings and 
priests and conquests Miss Beard finds 
invariably a patchwork of interests im- 
pelling events now in one direction, 
now in another. Poets and historians of 
the past were content to chronicle the 
acts and words of the dignitaries who 
clothed interests with idealism. Miss 
Beard prefers to follow less loquacious 
but more industrious and restless men. 
Seeking new roads to profit, offering 
temptations which aroused discontent, 
they were the ones who continually up- 
set the fixed order of things. 

“the everlasting 
Miss Beard 


In tracing the réle of 
disturber and expander” 
brings us from the Mediterranean 
traders of ancient times through the 
fairs and Hanseatic League of medi- 
eval Europe, and down to modern 
times in the development of the United 
States. 
the activities of fortune builders, Amer- 


Important digressions tell of 


ican millionaires in later pages compar- 
ing favorably with their predecessors. 





DICTAPHONE ANNOUNCES 


















EDICATED to busi- 
ness men who want 
to get things done more 
smoothly and swiftly, 
the Progress Cabinet is 
more than a brilliant 
achievement in modern 
design. Beyond mere eye 
appeal, you will find in 
it many new features for 
off-the-desk use which | 
increase the ease with 
which your thinking is 
turned into action. 





Automatic Dictation Folder. , 
(Left) Convenient built-in com- 
' partment for dictated material. 
As each folder is removed the 
next one automatically drops 
into place. 


Plenty of Cylinders (Right) 
right at hand so that you may 
Dictaphone your ideas while 
they’re hot —handle the day’s 
routine as it occurs. 





















Good News for Secretaries. The 
secretary’s Dictaphone is also 
available in the handsome new 
Progress Cabinet. Nuphonic Re- 
production and the Duplex Foot 
Control combine with the Cabi- 
net’s convenience features to 
make transcription easy. 


ry 





Note: There is only one true Dicia- 
phone —and it is made exclusively by 
Dictaphone Corporation at Bridgeport, 
Conn. We invite your inquiry. 





Dictaphone Sales Corporation, DR-2 
420 Lexington Avenue, N. Y.C. 
In Canada—86 Richmond St., West, Toronto 
CI should like to talk with someone about the 
loan of a Dictaphone in the new Progress Cabi- 
net at no expense to me. 
}Send further information about Dictaphone 


It’s Modern and always available. While your 


' 
' 
: ; | Name 
secretary protects you from telephone intru- | 
' 
' 
' 
: 


sion and personal calls you double your ability Cemreny 
to get things done. yes a ae 


The word DICTAPHONE isthe Registered Trade Mark of Dictaphone Corporation. 
Makers of Dictating Machines and Accessories to which said Trade- Mark is Applied. 
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HERE AND THERE IN BUSINESS 


WHAT'S NEW AS OBSERVED BY THE AGENCY’S REPORTERS 


HIS month there will gather in 

Chicago those men in all lines of 
business who perhaps know most about 
labor relations and personnel manage- 
ment problems in American business. 
For on Tuesday, Wednesday, and 
Thursday, February 16, 17, 18, 1938, at 
the Palmer House, Chicago, the Per- 
sonnel Division of the American 
Management Association will hold its 
annual Industrial Relations Confer- 
ence. This year the general subject of 
the conference is, “The Reconstruction 
Phase in the Relationship between 
Management and Labor.” In numbers 
—and certainly in importance these 
days—this is the American Manage- 
ment Association’s big meeting of the 
year. 

Originally, the American Manage- 
ment Association was a merger of war 
time personnel management associa- 
tions although in its several divisions 
it has included, for many years, almost 
every phase of company management. 
Two years ago this conference brought 
together some 600 people concerned 
with these problems; that was the 
largest personnel management meet- 
ing held since one cr two tremendous 
meetings during war times. Last year, 
843 people registered at Philadelphia 
for this conference. 

This year’s program includes those 
currently important subjects—collec- 
tive co-operation and the labor point of 
view—as well as the always important 
and closely allied personnel manage- 
ment subjects such as supervisory train- 
ing, the foreman’s place in an educa- 
tional program, clearing up employee 
misinformation, wage payment poli- 
cies, and so on. 

Like all the American Manage- 
ment Association conferences, this 
meeting will be rather serious, exceed- 
ingly practical, and inclusive of oppor- 
tunities for questions and discussion. 
Several companies will hold their own 





meetings of personnel executives and 
junior executives sandwiched in be- 
tween sessions of the conference. 


Mesh—Designed to take the brunt 
of rolling loads on docks and factory 
floors, the Acme Steel Company is 
manufacturing a steel mesh which is 
embedded in concrete, as shown in the 
photograph above. Obtainable in any 
lengths desired, the steel mesh may 
later be added to or shortened through 
the use of the long removable pins 
which hold successive sections together. 
Further dexterity in using the pins 
makes it possible to lay the mesh on 
irregular floors and around posts. 


Upward—Ilf any single word can 
characterize the impressive dedication 
of International Business Machines’ 
new world headquarters in New York 
it must be upward. Physically and 


Sates Aipn—For the 
busy travelling repre- 
sentative, the Bell & 
Howell Company, 
Chicago, announces 
the Filmo-sound 
138-]. The projector, 
enclosed in a “blimp” 
case, has an electric re- 
wind mechanism, stll- 
picture clutch, and a 
reverse gear; the sec- 
ond case contains 
a twelve-inch speaker. 
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geographically it was so, for the build- 
ing is a sleek monolith of twenty stories, 
planted firmly uptown at 57th Street, 
four miles above IBM’s old downtown 
address. 

Further evidences of new heights in- 
cluded the dedicatory keynote, “World 
Peace through World Trade,” and the 
first presentation of a new symphony 
by Vittorio Giannini. President Roose- 
velt responded with a “Godspeed” mes- 
sage. Other tributes followed from 
Cordell Hull, Daniel Roper, Nicholas 
Murray Butler, and IBM president 
Thomas J. Watson. 

For an hour at noonday the program 
was sent round the world over the Bos- 
ton short-wave station W1iXAL. An- 
other radio feature was the transmis- 
sion of news bulletins throughout the 
day by radiotype from a point down- 
town over the air to the first-floor show- 
rooms. 

Also upward—perhaps symbolic of 
the high esteem in which research has 
been held since president Watson as- 
sumed leadership of IBM almost 25 
years ago—the market research and 
new methods research departments oc- 
cupy the topmost floor. 


Tramway—Further to harass ski- 
minded commuters who pass daily 
through New York’s Grand Central 


Station, the terminal is now the scene 
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of a gigantic Winter sports display 
vaunting the advantages of New Eng- 
land. 

Beginning July 1, that increasingly 
popular resort region will have yet an- 
other attraction, a $250,000, mile-long 
aerial tramway at Cannon Mountain, 
near Franconia, N. H. Builder of the 
tramway, the first one of its kind on 
this continent, is the American Steel 
& Wire Company. 

Two trams on two cables, creating a 
partial counter-balance, will carry 25 
passengers each trip at a speed of ap- 
proximately ten miles an hour. Sum- 
mer passengers will be visitors to Can- 
non Mountain who want to look out 
over the White Mountains from its 
summit; Winter ones will be sports 
enthusiasts seeking more constant 
Winter weather. 


Jack-knife—A single occupancy 
Pullman car section is of course what 
you have if you have paid extra to see 
that no one does buy the upper berth. 
In them, on a number of the latest 
trains the Pullman Company has now 
introduced folding mattresses. The 
purpose is to afford the occupant more 
space and to allow him to stand up 
while dressing. 

Not a spring device which might 
falter and jack-knife a passenger in the 
middle of the night, the mattress 
simply is bendable in the middle and 
is held in a folded position by a strap 
which attaches to the wall. The strap- 
ping procedure is an easy one, but if 
you need help, the porter can raise or 
lower the mattress from outside the 
aisle curtain. 


Convenient—Calling it “The Sky- 
scraper Transcriber’s Desk,” The 
Shaw-Walker Company, Muskegon, 
Mich., is now: manufacturing a piece 
of office equipment designed to increase 
production by stenographers who tran- 
scribe records made by dictaphones. 

The Skyscraper bases its hopes for 
added efficiency on the fact that all es- 
sentials—machine, records, stationery, 
and other requirements—are conve- 
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niently placed, always in front of the 
typist. No record racks or machine 
stands occupy floor space, and all wir- 
ing is concealed in the desk. 


Proxy—Announcing itself as “A 
professional service to corporate man- 
agement in the solicitation of proxies 
for regular and special stockholders’ 
meetings” there recently came into be- 
ing an enterprise called the Proxy Com- 
pany, with headquarters at 232 Madi- 
son Avenue, New York. 

Head of Proxy is Ben Bostwick, one- 
time financial writer for the Sun and 
the old World, and more recently of 


tors call on estate and trust manage- 
ments and make the same request. 
After this follow calls on individual 
shareholders. Finally comes the hare- 
and-hounds tracing of lost stock— 
shares transferred without record from 
the registered owner’s possession. Once 
this far, the main requisite in proxy 
soliciting is persistence. 

Fees are settled on after the job has 
been outlined by the client. If more 
than half of the stock is in downtown 
New York the assignment will not be 
as expensive as another covering the 
entire city. Again, if the issue’s dis- 
tribution is nation-wide, Proxy has 





Witnin ReacHu—By placing both transcribing machine and compartments for dictated 
records conveniently in front of the typist, the Shaw-Walker Company, of Muskegon, 
Mich., planned its new desk to speed up production. All wiring is concealed in the desk. 


Roberts Everett Associates. Between 
times for six years, usually in the early 
months of each year, he has engaged in 
proxy soliciting, first doing the leg- 
work himself, later directing the pere- 
grinations of assistants. Now, he feels, 
he has an experienced organization all 
set to go for the 1938 proxy round-ups. 

Evolved out of trial and error, Bost- 
wick’s procedure usually follows a 
standard pattern. First move is to call 
on brokerage firms, persuading them 
to obtain their customers’ permission to 
sign proxies for the shares held by the 
firms. Next, while brokerage firms are 
getting in touch with customers, solici- 
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representatives in five other cities and 
is prepared to conduct a chase in the 
grand manner. 


Tank—Forty miles above Portland, 
Ore., on a heavily-wooded hillside the 
Crown Zellerbach Corporation, paper 
makers, have built themselves a 1,500,- 
ooo-gallon tank for filtered water. 
Principal ingredients used in its con- 
struction were cement and ingenuity. 

To fashion the lining in true circle 
form the builders employed a wedge- 
shaped section with its length equal to 
the tank’s radius and its broad end an 
arc equal to one-seventh of the circum- 
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ference. The point of the wedge was 
made to pivot at the center of the tank 
and the whole contraption was 
trundled along on wheels as each suc- 
cessive seventh was completed. 


Now—To acquaint outsiders with 
what really goes on inside, the Stewart- 
Warner Corporation, Chicago, has 
published a 32-page photo-and-caption 
magazine, after the manner of the cur- 
rently popular picture publications. 
Even the cover, with its terse title Now, 
follows in their pattern. 

New employees being introduced to 
their jobs, Alemite lubricants being 
packaged, speedometers and radios be- 
ing assembled and inspected are typi- 
cal picture subjects. Captions remark 
on such silver jubilee statistics as pay- 
roll, 7,500; plant floor space, 50 acres; 
value of electricity helping each worker 
each year, $27. 

Proud of their part in making: up 
the magazine, Thornley & Jones, Inc., 
the advertising agency, 134 South La 
Salle Street, Chicago, make copies 





The effectiveness of the sales ; 
interview often reflects the prepa- available on request. 


ration of the salesman. 
Salesmen who carry the current 
Dun & Bradstreet State Pocket 
Edition are able, in their spare 
time, to plan the next day’s work; BUSINESS 
select the best prospects and sell 
them the “right-sized’’ order. 
The credit rating is a gauge to INTERRUPTION 
buying power. 
For increased sales efficiency 
place a new 1938 State Pocket INSURANCE 
Edition in your salesman’s grip, 


and watch the improvement in (Continued from page 24) 
volume of approved sales. : 


ORDER THE NEW JANUARY 1938 POCKET EDITION NOW FOR PROMPT DELIVERY with a ratable proportion of such in- 
DUN & BRADSTREET, Inc demnity being paid in case of partial 
290 BROADWAY, NEW YORK, N. Y. suspension. This form of coverage 


agree pte ; furnishes adequate protection when 
Send us State Pocket Edition Reference Books checked below. It is understood i 
that the books are loaned for the exclusive use of Subscribers. the daily, weekly, or monthly volume 
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throughout the year or when it can be 
estimated in advance with a reasonable 
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degree of accuracy. It is not suitable 
if the insurance is to cover that portion 
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of expenses represented by ordinary 
payroll, since the daily, weekly, or 
monthly forms furnish indemnity only 


N c 
sii iaiaaaane for fixed expenses and net profits which 
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are not earned. Unless earnings are 
uniform or can be calculated accurately 





in advance and unless insurance is de- 
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sired only on the difference between 
gross earnings and total operating ex- 
penses, this type of prospective earn- 
ings coverage should be discarded as 
being unsuited to the risk under con- 
sideration. 

The other type of prospective earn- 
ings or use and occupancy contract is 
written without any restrictions as to 
the amount of daily, weekly, or month- 
ly indemnity. It contemplates the pay- 
ment of the loss sustained by partial 
or total suspension of business under 
each item in the policy, but never to 
exceed the amount of insurance 
granted by the item under which the 
loss is covered. It was pointed out that 
in the form providing for a specified 
amount of daily, weekly, or monthly 
indemnity only the sum of the fixed 
expenses and net profits are protected. 
In the second type of prospective earn- 
ings coverage, there are two items of 
insurance. Item 1 insures net profits 
and fixed expenses (as described in 
form providing specific amounts of 
daily, weekly, or monthly indemnity). 
Item 2 insures ordinary payroll for a 
period of time not in excess of go con- 
secutive days immediately following 
occurrence of disaster causing interrup- 
tion. This item does not cover any 
portion of the salaries included under 
Item 1. 


Coverage Rule 


It is not to be inferred that it is 
necessary to secure coverage under both 
If the nature of 
may 
be ignored and in some States, cover- 
age may be had under Item 2, and Item 
1 may be ignored. The common rule, 
however, is that coverage may be had 
under both items or under Item 1 alone, 
but not under Item 2 alone. The only 


of the above items. 
the business warrants it, Item 2 


limits of recovery, under this type of 
policy, are those stated in the indivi- 
dual items. Usually this coverage is 
written on the basis of annual earn- 
ings, although a shorter period than 
one year sometimes can be used. Thus 
any loss of earnings sustained is paid 
without daily, weekly, or monthly 


restrictions, and all concern over vari- 
ations in earnings is eliminated auto- 
matically, for such variations are given 
no consideration in fixing the proper 
amount of insurance. Since this pros- 
pective earnings coverage automatically 
follows the fluctuating earnings of the 
business, it is unnecessary that earnings 
be suspended for any definite period of 
time for the business to collect in full 
under the policy. Because of the 
broader coverage granted, this kind of 
prospective earnings contract finds par- 
ticular favor with mercantile risks. 


Losing Firms 


There is one question which fre- 
quently is raised when prospective 
earnings insurance is discussed. This 
concerns the possibility of such insur- 
ance being written for a business which 
is operating at a loss. In view of what 
already has been said, it is plain that so 
long as any portion of fixed expenses is 
being earned, there is need for pros- 
pective earnings insurance. As a mat- 
ter of fact, a business which has been 
operating at a loss for any period of 
time really has greater need for pro- 
tection against loss of its earnings than 
would a more profitable enterprise. A 
consistent net loss will have been a 
drain upon the surplus of the business, 
and a further depletion of this impor- 
tant fund by an interruption in earn- 
ings is apt to be so disastrous that 
future recovery will be impossible. It 
is only when earnings cover no part of 
fixed expenses that there is no insur- 
able value. 

Occasionally a business will suffer 
the loss of a considerable part of earn- 
ings because of interruption at its prin- 
cipal source of supply or sale. It may 
be totally or in large part dependent 
upon a single manufacturer for supplies 
or upon a single customer for the sale 
of its products. Consequently this 
business will have considerable interest 


.in the continued operati8n of the other 


enterprise. Insurance may be carried 
against loss of earnings caused by an 
interruption in operations at the source 


of sale or supply. This is known as 


[ 47 | 


F 





E 


> 


3 R U 





SALES MANAGERS 
ADVERTISING MANAGERS 
Business EXECUTIVES 





WRITE FOR 
OUR 1938 MAILING LIST DIRECTORY 


“LIST O’ TRADES AND HOW TO REACH 'EM.” 

AN ALPHABETICAL LIST OF THE PRINCIPAL 

TRADES AND PROFESSIONS IN THE 
UNITED STATES 


IT'S FREE@ 128 PAGES @9000 DIFFERENT LISTS 
W:S*PONTON *? Inc. 


635 SIXTH AVE. ot 19th STREET 
NEW YORK 








€ 
CHECK SIGNER 


BJ MODELS MODESTLY PRICED 1938 


A'972 B‘1O72 C1272 
NO PUSH OR PULL FULLY AUTOMATIC - 
FOR EXCLUSIVE AGENCY IN YOUR CITY WRITE 


CHECK WRITER CO... 169 WILLIAM ST. NEW YORK cry 





When replying please mention Dun’s Review 





RECORD-KEEPING 
EFFICIENCY... 


OORE’S Loose Leaf Binders and Record 
Sheets will help you keep your records 
more conveniently, more economically. 
Simple and accessible. A great number of sheets 
may be safely held in small space. Sheets may 
be removed instantly without disturbing others. 
Pages easy to transfer. Held in perfect security 
and alignment. 









BOOK 
Contains life - size 
bookkeeping forms 
prpeeenen 4 filled in, 
illustrating uses— “eae 
a MOORE form for sin sl 
every kind of record. Will help you with your 
accounting problems. Used by over 300,000 
leading firms. Fill in coupon, attach to letter- 





6208 Stone Street, Rochester, N. Y. 


Name. 





Business 


City........ 














AR. YF I 




















contingent use and occupancy insur- 
ance and essentially is intended to cover 
against interruption of the assured’s 
business caused by a disaster elsewhere. 
It is unnecessary that the contributing 
business be shut down for the insured 
business to suffer loss. The only pre- 
requisite for collecting under a contin- 
gent use and occupancy policy is the 
occurrence of one of the hazards men- 
tioned in the policy and a resultant 
loss of earnings to the assured. Con- 
tingent use and occupancy insurance 
may be written under any of the forms 
provided for direct use and occupancy 
insurance previously described. 

From what has gone before, it might 
be inferred that every business, regard- 
less of its nature, should have prospec- 
tive earnings insurance. This is not so. 
Businesses such as newspapers, ice com- 
panies, public utilities, milk distribu- 
tors, and a number of others would not 
cease operations in the event of fire, 
windstorm, or other disaster. They un- 
doubtedly would continue operations 


OVER 


EST known as a highway engi- 
neer, Frank T. Sheets (pages 18- 
21) has truly earned his reputation in 
that field. While studying for his de- 
gree in civil engineering at the Univer- 
sity of Illinois he worked Summers 
with the State highway department 
and after graduation rose in the ranks 
from rodman to Chief Highway Engi- 
neer and Superintendent of Highways. 
In his twelve years as superintendent 
he supervised the expenditure of some 
$400,000,000 for highway and bridge 
construction and maintenance, and 
supervised the building of more than 
8,000 miles of primary roads. Mr. 
Sheets became president of the Port- 
land Cement Association last Septem- 
ber after serving as consulting engineer 
for four years. 


With this issue Dun’s Review 
discontinues publication of Dun’s In- 








elsewhere—unfortunately at consider- 
ably greater expense. For example, an 
interruption in the regular publication 
of a newspaper is so serious that the 
publishers will make every human 
effort to maintain the normal circul- 
ation, regardless of the cost. Frequent- 
ly, heavy expenses will be incurred 
for telephone, telegraph, emergency 
printing rates, expedited shipments, 
overtime work, and other emergency 
expenses. 

Because of the temporary nature of 
the emergency, expenses will be pro- 
hibitive as compared with the normal 
operating expenses. Earnings will con- 
tinue but, in the face of high expenses, 
the anticipated profits will melt away. 
It was for contingencies of this kind 
that a form of coverage known as “sur- 
plus charges and expenses insurance” 
was developed. It is not a form of use 
and occupancy insurance since no 
actual shutdown is contemplated. 
Surplus charges and expenses insur- 
ance is designed to indemnify the as- 


THE EDITOR’S 


CONTRIBUTORS .. . COMING NEXT MONTH 





MOFFETT 


FRANK T. SHEETS 


dex Number of Wholesale Commodity 
Prices and Bradstreet’s Monthly 
Wholesale Commodity Price Index. 
The latter is the oldest wholesale price 
index in this country that has been 
published without interruption since it 
was started. It first appeared in Sep- 


[ 48] 





sured for any extra expenses, within 
policy limits, incurred in order to main- 
tain usual business operations. It is 
true that use and occupancy insurance 
will pay expenses incurred for the pur- 
pose of reducing the loss in earnings 
covered by the policy. However, this 
payment of extra expenses under a use 
and occupancy policy is limited to the 
extent that the loss actually is reduced 
and never will exceed the face amount 
of the policy. Under such circum- 
stances it is possible that the business 
will incur more in the way of expense 
than it could collect under a use and 
occupancy policy if it had ceased oper- 
ations entirely. 

Because the earning power of a busi- 
ness is its most valuable single asset, 
business interruption insurance holds 
an important place in the total protec- 
tion picture. In any of its several forms 
its distinguishing characteristic is that 
in an emergency it does for an enter- 
prise what in normal circumstances 
the enterprise would do for itself. 


DESK 


tember, 1895, the Dun index in 1gor. 

To preserve continuity both indexes 
were calculated year after year on the 
same principles employed in the first 
month’s computations, and for that 
very virtue, as important advances ap- 
peared in index number construction 
and coverage, they gradually became 
less applicable as indicators of current 
price trends. The decision to discon- 
tinue them was based on the belief that 
their service to the public had been ful- 
filled. 

Also discontinued with this issue are 
the grain statistics titled “World Visi- 
ble Wheat Supplies.” 


Mitton W. Mays (pages 22-24) came 
to the Insurance Executives’ Associa- 
tion from Washington, where he had 
been assistant chief of the Insurance 
Division of the Bureau of Foreign and 
Domestic Commerce. Before that he 
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studied at the Wharton School of 
Finance and Commerce, receiving a 
master’s and a doctor’s degree. 


To reapers of Dun’s Review Edwin 
B. George, economist, Dun & Brap- 
sTREET, INc., (pages 8-17) is already 
well known as co-author of “Check 
List of Possible Effects of the Robin- 
son-Patman Act” and “An Appraisal 
of the Undistributed Profits Tax.” 


THE LINER which appears on the 
back cover is the United States Lines’ 
Washington, sister ship of the Manhat- 
tan. Both were depression-built, the 
first trans-Atlantic liners to be turned 
out of American shipyards since 1897. 


To BRING to light new and needed 
information about conditions at impor- 
tant points in the distribution structure, 
Dun & Brapstreer has under way a 
research activity called the “Business 
Trend Survey.” Questionnaires have 
been sent to manufacturers, whole- 
salers, and retailers engaged in all lines 
of trade. The questions, five in num- 
ber, asked for each concern’s 1935, 
1936, and 1937 figures for end-of-year 
inventory, receivables due from cus- 
tomers, and the proportions of annual 
sales sold for cash, on charge accounts, 
and installment payments. 

Many returns have been received and 
tabulation is already under way. A 
preliminary report on the Business 
Trend Survey’s findings will appear 
in the March number. 
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now All faen by these Presents that we, the officers of 
Dun & Bradstreet, Inc, and editors of “Dun’s Review,” having received in due process from 
the hereinafter named loyal and regular reader of the aforesaid publication a statement in 
proper form with the signatures of competent witnesses of the event affixed thereto that he 
has completed that trial of business knowledge entitled “@ #usiness Quiz” without aber- 
rance, erratum, or lapsus calami, thereby duly achieving a score of 100 per cent, do hereby 


and herewith grant to 


said 


C. Robert Cross chis 





ber of the aforesaid publication, an 


and heterogeneous phenomena. 
yar 1936 


Ls 


Certificate of Distinction 


in accordance with the undertaking Lp pes on page eleven of the December, 1937, num- 
do congratulate and extol said quiz answerer for the 


breadth, peculiarities, and extent of his knowledge of business practices, orismology, data, 


Granted this teventy- fourth day of Glanuary inthe 
in the ninety-seventh year of the existence of The Mercantile Agency, 
Dun & Bradstreet, Inc. and in the forty-fifth year of the publication of said “Dun's Review.” 
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Also in preparation for March is the 
report promised for this month on 
business births and deaths, new ven- 
tures and failures, for three six-month 
periods. 


THE RESPONSE to the “Business Quiz” 
which appeared in the December num- 
ber was indeed gratifying. Interest 
was as widespread as were the highest 
and lowest scores far apart. 

Well in the lead in the upper end 
of the range were C. Robert Cross, of 
Washington, D. C., and S. W. Amitin, 
of Baltimore, Md., who received cer- 
tificates of distinction like the one re- 


produced on this page. How Mr. 
Cross came by the “breadth, peculiari- 
ties, and extent of his knowledge” we 
have not heard. 

Dr. Amitin acquired his by getting 
an early start, beginning his study of 
political economy at the age of four- 
teen at the White Russian University 
in Minsk. Later he studied at the Col- 
lege of the City of New York, the 
Polytechnic Institute, and the National 
Electronic Institute. Still an avid 
reader of books and journals in sub- 
jects related to business, he now 
operates his own drug company in 
Baltimore. 
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at special rates. . . . Published monthly. Febru- 
ary, 1938, Vol. 46, No. 2118. Copyrighted 1938, 
Dun & BrapsTREET, INc. Printed in U. S. A. 


More detailed breakdowns of those statistical 
data originally compiled by the publishers—busi- 
ness failures, bank clearings, building permits, 
wheat and other grain supplies, and price indexes 
which are summarized and interpreted each 
month in Dun’s Review (see pages 35, 38-41)— 
are published monthly in Dun’s SratisticaL 
Review, tables only, no text, $1 a year; $2 out- 
side the United States. 
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Cc (ae a busi- | 
ness man whose chief source of infor-7 
mation about “popular” thought is’ 
taxi-drivers. But when I questioned | 
one the other day, he said, “I always} 
tell the fare what I think he wants to 
hear. After all, he pays the tip.” 

How much do you really know about 
what “people” think? When did you} 
last talk with a common laborer, a} 
farmer, an unemployed man not after | 
a job from you, a union man not in| 
your employ, a Communist? Count 
only cases where you had a real dis- 
cussion, not merely a polite exchange} 
of nothings, nor a case where the other 
fellow didn’t dare or care to disagree. | 
And when you have such an oppor- 
tunity, do you try to understand sym-| 
pathetically how he has arrived at his} 

file oD. de Hay lbly opinions, or are you interested chiefly 
in telling him what you think? This: 
(Courtery of ‘dssocuted" Ameren Arias, Neo Yor} 'ack of contact is true of many groups} 
within a community. We're all bound) 
by social blockades against obtaining} 
an understanding of each other. 

Business men spend too much time? 
with business men. Perhaps this is} 
inevitable in the modern structure of} 
industry, but it carries over to the} 
luncheon table, the golf-links, and the} 
benefit concert for some worthy charity. } 
Of course, it is much more comfortable} 
to talk only with people with whom} 
one agrees. But mental growth and} 

QUARANTINE our covey a en 
One of the greatest dangers to business} 
as a source of leadership is its isolation. § 
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